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Would you like to make paper 
plates from existing material by a 
photographic process that costs only 
one half (%2) of your present 





all users of OFFSET printing equipment! 


Would it further interest you to 
know that this single piece of equip- 
ment will make three or more copies 
of anything typed, written, printed or 


> Bg , ” ° 
method? drawn up to 8%” x 14” on ordinary | 
(uncoated) paper as well as making 


Would you also like to make these OFFSET plates? 


plates in one quarter (4) the time 
now used? 

Here’s the answer . . . made and 
guaranteed by PHOTOSTAT COR- 
PORATION ... the greatest name 
in the photographic reproduction 
industry. 


Would it interest you to know that 
a single unit of equipment is avail- 
able to do this for $325.00? 








PHOTOSTAT 


REG. U. S. PAT. OFF. 


Instant 
Copier 


for use in every 


office... anywhere! 





PHOTOSTAT CORPORATION 
305 State Street, Rochester 14, New York 


Service offices in most principal 
cities and in Toronto, Canada 


PHOTOSTAT is the registered trade mark 
of PHOTOSTAT CORPORATION 

















The school’s 24-page catalogue 
is available free upon request. 
Address your card or letter to 
the Secretary, IAS.... 
















IAS for 


Postgraduate Trainin g 





One or more college degrees frequently are noted among 
the listed qualifications of IAS enrollees. During the 
past five years* 7,675 men and women who had gradu- 








ated from college or university enrolled for IAS training. 










e During the same period several thousand others 
whose college or university programs had been inter- 






rupted prior to graduation also enrolled. 






e Throughout the country many university instructors 





in accounting make it a point to suggest IAS when 
they are asked to recommend a good home-study 
school. We are grateful for their fine co-operation. 








e IAS, of course, is not in competition with colleges 
or universities. Operating in the field of adult educa- 







tion, its function is to provide complete technical train- 





ing in accounting and allied subjects, as well as re- 
fresher or advanced courses to those with previous 
accounting training. Also, in these complex times many 
with excellent educational backgrounds in the arts or 
sciences discover a need for professional training in 


accounting. 


e@ The IAS elective plan enables the student to con- 
centrate his study efforts on those subjects that are a 
matter of practical concern in his work. Through home 
study, college graduates and others in need of refresher 
courses or additional advanced training can add to their 
technical backgrounds by making constructive use of 


their spare time. 
* January, 1950, through December, 1954 
s 
INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
A Conrespondence School Since 1903 


209 WEST JACKSON BOULEVARD ®¢® CHICAGO 6, ILLINOIS 
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Whether 
you’re mailing 5,000 or 500,- 
000 pieces a month, mecha- 
nized mailing saves more 
than 80% time after time. It 
gathers up to 8 enclosures, 
stuffs envelopes, seals, meters 
postage or prints indicia, 
counts and stacks as many as 
4,500 pieces per hour...in 
continuous sequence with 
only one operator! 


f One user with savings 

the # of 92% a year paid for 

machine # Inserting & Mailing 

that § M Machine in 7 months. 

3 : Even a small mailer 

‘oe says it pays for itself in 

: od 3 years when used only 
samit 54 hours a month. 


id Send for free folder, How 
Small Can a Mailer Be? 


INSERTING AND 
MAILING MACHINE CO. 
PHILLIPSBURG, NEW JERSEY 





J INSERTING AND 
J] MAILING MACHINE CO. 
Phillipsburg, New Jersey 
(0 Send the folder, How Small Can a 
Mailer Be? 
0D Arrange to estimate my savings. 
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WHAT IS 
YOUR COMPANY’S 


. 2057 BUY 


in a 


oat: is wi DESIGN... Firs in importance [it 


is selection of the proper plan or 
plans for your Company. 


INVESTMENT... Once a plan 
has been established, nothing is 
more important than the proper 
investment of your funds. 


Vi We have had many years of ex- 
\\\\ perience in the design, adminis- 
\\ tration, and investment of all 
nt types of employee benefit plans. 


Write or telephone our PENSION TRUST DIVISION 
ee William Street, New simi 


CITY BANK FARMERS TRUST COMPANY 


Chartered 182 
HEAD OFFICE: 22 WILLIAM STREET, NEW YORK 
iffiliate of 


THE FIRST NATIONAL CITY BANK OF NEW YORK 
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GOVERNMENT FISCAL POLICY 


Editors, THE CONTROLLER: 


As both a businessman and an econo- 
mist, I read the article in your May 1955 
issue entitled “Mirage of Perpetual 
Boom,” with great interest. I both agree 
and disagree with the author. 

On these things we agree: 


1. ‘Perpetual boom” is unattainable 
without losing much of our freedom— 
economic and political—in the bargain; 

2. We have to expect readjustments 
regularly in our free-enterprise economy ; 

3. Perpetual inflationary governmental 
spending is not good. 


But, alas, there are no reputable econo- 
mists who fit the author’s description of 
“purchasing-power theorists’’ and _there- 
fore he’s fighting a chimera. 

Though perpetual full employment is 
not a practical goal, perpetual high em- 
ployment may be. This, as the author ob- 
serves, is much to be desired and govern- 
ment fiscal policy, which he seems to dis- 
trust, has much to do with attaining that 
goal. 

Government fiscal policy is not always 


inflationary though the author assumes it 
is. After all, the governments—federal, 
state and local—do levy taxes. They do 
spend money. The national Government 
does control the money and credit supply. 
The big question is: Should all these 
things be timed so as to make the business 
cycle worse? Or should they be timed so 
as to Minimize its swings? 

If the author better understood what 
economists call “compensating fiscal pol- 
icy” he might use his opportunities to in- 
crease his readers’ understanding of the 
idea and to acquaint them with some of 
its economic and political implications. 
As it is, his writing is a confused mixture 
of truth, misinformation and irrelevancies. 

The Government's fiscal policy, whether 
we're for it or against it, is a tremendous 
force in the business world. Anything a 
publication of THE CONTROLLER'S stature 
can do to enliven businessmen’s interest in 
the aims and methods of fiscal policy is 
in my opinion a distinct service both to the 
business community and to our country. 


Oscar T. ODEGAARD 
Alhambra, California 








\ 
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YOUR SS 


STOCKHOLDERS 


CAN BE FOUND AT A 
VERY NOMINAL COST 


NNDB 


TRACERS CO. OF AMERICA 
515 MADISON AV. N.Y. 21 N.Y. 








THE CONTROLLER GETS AROUND 


Editors, THE CONTROLLER: 

Please be informed that we have trans. 
lated and published, with your permi ‘Sion, 
the article appeared in your number of 
January 1954, under the title, “Another 
Look at Depreciation Allowances,” which 
we consider of general interest for our 
country, considering that inflation has cre. 
ated here problems similar, in every way, 
to those contemplated in the United States, 

We take advantage of this opportunity 
to let you know that a forthcoming issue 
will include the translation of ‘‘Profit De- 
termination in Renegotiation.” The differ. 
ent basis showed in this article to ascertain 
the profit potential of a firm will be of 
great interest to our accountants. 

We must mention that these indirect 
contributions of THE CONTROLLER are of 
great value to develop better views and 
methods in the accounting profession of 
South America, where our magazine is 
read widely; the growing change of this 
part of the world, especially Argentine 
and Brazil, to the industrialization, needs 
literature which brings ideas from coun- 
tries where manufacturing processes are 
already perfectioned. 

Thanking you very much for this co- 
operation, we are glad to mention you 
that we will be very pleased to be of any 
service to you or to your association in 
our country at any time you need it. In 
case you require extra copies of our maga- 
zine kindly let us know. 


JOAQUIN RAUL SEOANE 
Publication Manager 

Revista Mensual de Contabilidad 
Buenos Aires 

Argentina 


CALLING ALL EDITORS! 


Editors, THE CONTROLLER: 

For some time I have noted with a little 
bit of wonder, that the New York Times 
almost invariably uses the spelling “con- 
troller” for men whose titles are actually 
“comptroller.”” There have been two fairly 
recent examples of this usage. The first 
was several months ago when our Insti- 
tute President, C. R. Fay, was promoted 
by Pittsburgh Plate Glass Company from 
comptroller to vice president and comp- 
troller. The item in the New York Times 





Readers of THE CONTROLLER 
are invited to express their reac- 
tions to articles appearing within 
our pages. Letters will be welcomed 
for inclusion on this page and must 
bear the writer's signature and ad- 
dress (which will be withheld if so 


requested). The Editors 


en 
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CATERPILLA 


50 YEARS ON TRACK 








“We believe the growth of our company 
and the increased acceptance of our prod- 
ucts over the past 50 years are due, in large 
measure, to our constant search for more 
efficient, economical ways of performing 
every Operation. Thus we can continually 
produce better products to meet custom- 
ers’ expanding needs and applications. 
“We use National accounting machines 
in our accounting work, not only to save 
valuable time and reduce operating costs, 


A thas ahs 


a “ Caltonal Accounting Machines save us, 
” in operating costs, 51% a year on our investment.” 










—CATERPILLAR TRACTOR CO., Peoria, Illinois 


but also to help our operators do more and 
better work with less effort, and to obtain 
needed data on schedule. 

“The versatility of these machines, 
which enables us to switch them from one 
job to another, and the simplicity of train- 
ing operators, are also important to us.” 


Wi me Vice President 


THE NATIONAL CASH REGISTER COMPANY, vayron 9, on10 


977 OFFICES IN 94 COUNTRIES 


“World's largest maker of crawler tractors” 


In your business, too, National ma- 
chines will pay for themselves with 
the money they save, then continue 
savings as annual profit. Your near- 
by National man will gladly show 
how much you can save—and why 
your operators will be happier. 














313 

















by James L. Peirce 


%& THE WORLD CALENDAR 


by Thomas M. McDade 


by Edward Shippen 








listed him as vice president and ‘‘con- 
troller’ even though I know that the press 
release on his promotion carried the other 
spelling. The second recent instance oc- 
curred when the new Comptroller Gen- 
eral of the United States was appointed 
and, again, the headline read ‘Controller 
General.” 

For most of us, I am sure the difference 
in spelling is clearly academic. Probably 
all of us, however, are a little bit irri- 
tated when our own names are misspelled 
or mispronounced although some of us 
with “peculiar” names have had to be- 
come resigned to the fact that we are des- 
tined to go through life with our names 
being distorted in ways that tax our imag- 
ination. Perhaps, to a lesser degree, each 
of us is also jealous of his title and would 
like to see it both pronounced and spelled 
correctly. 

After speculating about the spelling in 
the New York Times I decided that it was 
due either to the personal whim of a copy- 
writer or news editor, or to a rule laid 
down by the editorial board of the Times. 
(I had rejected almost immediately the 
possibility that that great newspaper 
would consistently make a typographical 
error!) 

There seemed to be only one certain 
way of resolving the issue so I called the 
financial desk of the New York Times. 


THE CONTROLLER.......... pene 


Forthcoming Features 


IN THE CONTROLLER 


3% CONTROLLERSHIP MOTIVATION 


% A VARIABLE BUDGET INSTALLATION 
FOR CONTROL PURPOSES 





After being transferred from one person 
to another, all of whom seemed to be 
accustomed to dealing with strange in- 
quiries, I was finally connected with a 
man who told me very quickly, and with 
great assurance, that the New York Times 
style manual said that the spelling should 
be ‘‘controller.’’ It seems that this spelling 
is to be followed even though, in certain 
cases, acts of Congress and charters of in- 
corporation state that the spelling shall be 
“comptroller.” I did get an admission 
that there might be an occasional slip in 
this policy, but was assured that such er- 
rors rarely happen. 

Once this point was settled, there 
seemed to be little else to say to the man 
except “thank you” but I couldn't help 
wondering about the circumstances under 
which the decision to use the spelling of 
“controller” had been reached. It was 
very easy to let my imagination run wild 
and envision a high-ceilinged oak-paneled 
room with a huge oval table around which 
were seated self-assured editors, scholarly 
looking research men and frightened- 
looking copywriters. On the table, of 
course, were impressive stacks of books 
and reference works which the men were 
using to prove their individual point. It 
seemed to me then that if an impasse were 
reached, as could easily happen over such 
a moot point, the best way to settle the 
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issue would be by the time-tested method 
of a toss of the coin. 


M. R. B. 
New York, N. Y. 


Having lived through editing the names 
of some 4,000 members in our work, Mr. B., 
we'd say the solution would be to be ad- 
vanced to some other title like treasuver, 
vice president or chairman of the Board! 

—The Editors 


PENSION WAYS AND MEANS 


Editors, THE CONTROLLER: 

Paging an issue of The Exchange, pub- 
lished by the New York Stock Exchange, 
I noted an article about a new employe 
pension plan which makes use of common 
stock investment to cushion retirement in- 
come against the inroads of inflation. The 
plan was described by a partner of Kid- 
der, Peabody & Co., New York. I thought 
I would bring it to your attention, because 
of the article on “New Way” Pensions by 
Claiborne H. Johnson published by you. 

The plan described in The Exchange 
provides that a company’s employes will 
receive part of their retirement pay from 
funds invested in common stock. The aim 
is to provide flexible pension payments in 
order to meet the problem resulting from 
the normal “fixed” pension provisions. 

Being a blend of the generally accepted 
approach to pension payments and the 
new method, this retirement plan is in- 
tended to protect the employe’s future in- 
come. 

4. 
New York 
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Provides the last 
word in property 
control... 


@ American retrospec- 
tive appraisals establish 
unit property records 
with individual costs, 
depreciation reserves 
and provisions — Hi 
Kept up to date, they 
are the last word in 
property control. 


The AMERICAN 
APPRAISAL 


Company 


Over Fifty Years of Service 
’ OFFICES IN PRINCIPAL CITIES 
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Capital Return Drops 


A drop in capital return during 1954 was reported re- 
cently, following a study of the annual reports of some 3400 
companies representing all major industrial lines. For these 
companies, there was an average increase of four per cent in 
profits after taxes, but return on capital invested dropped 
0.3 per cent. A gain of 0.5 per cent was found, however, in 
the percentage of net profit on sales, according to a statement 
by Col. Willard F. Rockwell, chairman of Rockwell Manu- 
facturing Company, at a recent meeting of the American 
Society of Tool Engineers. 


New Eras: New Assumptions 


Looking backward from the vantage point of his 8oth 
birthday, George O. May, retired senior partner of Price 
Waterhouse & Co., recently called for re-examination of 
three basic assumptions of accounting in the light of changed 
economic conditions. Interviewed for The Journal of Ac- 
countancy, Mr. May predicted a greater degree of speciali- 
zation in the accounting profession and greater stature for 
the accountant, with more accountants becoming corporation 
presidents and board chairmen. 

When Mr. May entered accounting 60 years ago, as he re- 
calls, even the concept of depreciation was a new one. In his 
recorded interview, he stressed the subsequent remarkable 
growth of production, widespread stock ownership, the ob- 
jective of full employment with stimulation of investment, 
taxes affecting almost all transactions, broad pension plans, 
stepped-up research programs, and the advent of atomic 
energy. 

It would be miraculous indeed, in his opinion, if our 
framework of accounting assumptions were adequate to 
meet these new conditions. The three most important as- 
sumptions in accounting, according to Mr. May, are: 

1. The monetary postulate, which, he says, ‘‘fails when 
changes in the value of money become too important to ig- 
nore,” 

2. The postulate of permanence, which is threatened, he 
says, by discoveries of electronics that are making some in- 
dustries obsolete, and “there is nothing in accounting to say 
what shall be done when the whole enterprise becomes obso- 
lete in the sense that it is incapable of earning a reasonable 
return on the amount invested.” 

3. The postulate that all income arises at the moment of 
realization, in which he says there have already been many 
breaches “‘and there will be more.” 


High Cost of Turnover 


How much does it cost to hire, train, and then lose a 
clerical or factory worker? According to one recent study, the 
minimum is $300, which represents basic investment in the 
employe and does not include replacement cost, unemploy- 


= ment compensation cost, slowdowns in production, etc. Ac- 


cording to a study reported in Best’s Insurance News, one 
out of every four workers is a marginal performer and, 
therefore, the company is fortunate if it breaks even when 
the worker’s productivity is balanced against his overhead. 


Make Or Buy? 


Discussing the controversial “make or buy” subject at a 
recent convention of the National Association of Purchasing 
Agents, Carter C. Higgens, president and genera] manager 
of Worcester Pressed Steel Co., Worcester, Mass., presented 
some guide points for solving the problem. In Mr. Higgens’ 
view, it boils down to this: 

“If you can beat outside costs, you have an obvious argu- 
ment for making instead of buying. Again, if you can beat 
outside quality on items where quality matters, that is a 
good argument for making.” 

In the long run, manufacturers can generally do better 
by buying from suppliers, in the opinion of Mr. Higgens, 
because the suppliers are under pressure to get the lowest 
cost in order to strengthen their competitive position. Of 
utmost importance, as the speaker emphasized, is making 
sure that cost estimates are not based on incomplete statis- 
tics because inside manufacture involves similar costs for 
the ‘‘maker”’ or the “‘buyer,” always excluding the supplier's 
sales, shipping, and profit figures. 

Mr. Higgens cited an instance in which a customer com- 
plained about a two cent quotation on an operation where 
the customer felt his own cost was only one-quarter of a cent, 
but investigation disclosed that the estimate was based on 
the cost to run a part through the customer's presses, and 
that the customer had omitted cost factors of bringing parts 
to and from the press, getting the press ready to operate, 
tool repair, press repair, supervision and any overhead costs. 
When these were added, the quoted charge of two cents 
proved low. 


Of Dishonesty 


Discussing the general subject of lie detection at a recent 
meeting of the Springfield Control of Controllers Institute 
of America, a specialist in the field brought forth some amaz- 
ing (to us) figures. For example, in commercial screening, 
71 per cent of all those tested admit to some degree of 
pilferage. : 

In addition, we were intrigued by the statement that while 
there are only 183 qualified practitioners in the service of 
lie detection in the United States, 164 of them are in govern- 
ment service. We hesitate to draw any moral from that 
statistic but, at the same time, are unable to dismiss it readily. 


—PAUL HAASE 
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A Company Approach to 
Organization Change 


Melvin C. Holm 


This paper discusses the approach taken 
to a change made just 20 months ago in 
the organization of Carrier Corporation, 
when it shifted from the horizontal or 
functional type of organization to a ver- 
tical set-up. 

Some of the main objectives in making 
this change were to concentrate manage- 
ment on product lines, put the company 
in a position to specialize on specific mar- 
kets, and to open up the top of the or- 
ganization with positions that would pro- 
vide more opportunities for training in 
general management. In short, the shift 
was from an organization that was based 
on functions to one that was based on 
products and markets. 

This is not a story of a sudden change. 
Instead it is more a history of evolution, 
covering a 10-year period beginning in 
1943, when the annual sales volume was 
approximately $28 million, and ending in 
1953, when volume had reached $164 
million. 

The conditions which dictated that a 
change should be made were not unique 
with Carrier, nor was the solution of 
changing from horizontal to vertical or- 
ganization either new or novel in cor- 
porate history. It is for this reason that 
the discussion will be directed mainly 
toward the background of the change and 
the approach that was taken in bringing it 
about—THE AUTHOR 


on CHARACTERISTIC in the evo- 
lution of industrial enterprises has 
been that their organizations have pro- 
ceeded along horizontal lines. As a single 
ptoprietorship grew, the proprietor would 
take in partners. The partners divided the 
tesponsibilities, with each handling a cer- 
tain function, such as manufacturing, or 
sales, or engineering. 

The logical results of such an evolution 
placed control of the operations of the 
business in the hands of a relatively small 
number of highly competent men. At the 
ptevailing volume and character of the 
business, this represented the most advan- 
tageous use of management talent avail- 
able to smaller companies. 

However, as these companies experi- 
enced continued growth in volume and as 





their product lines and market became 
diversified, the horizontal type of organ- 
ization became obsolete. The problem of 
keeping well informed concerning the de- 
tails of several diversified products soon 
grew beyond the capabilities of single in- 
dividuals. 

The problem of coordinating several 
different functions also grew beyond the 
capacity of the chief executive of these 
organizations. It is interesting to note that 
at this point there is often a tendency for 
the growth of small companies to become 
limited by the capacity of the few indi- 
viduals in charge. In many cases, when the 
time comes for their retirement no one has 
been trained in general management to 
take their places. 

Thus, there developed a need to break 
down these complex operations into units 
more readily adapted to efficient manage- 
ment. Administrative decentralization, or 
verticalization, as it is commonly referred 
to today, evolved as a solution to this or- 
ganization problem. Verticalization is 
simply the division of a relatively large 
or complex operation into a group of 
relatively small businesses which can be 
managed effectively by a single person or 
small group of people. 


CARRIER—EARLY ORGANIZATION 

In 1915, Carrier Engineering Company 
was formed by seven men to conduct an 
engineering-contracting business. The im- 
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portant functions to be performed were 
engineering, sales and construction. Thus, 
it was natural for the early organization 
to be along functional lines with one per- 
son in charge of engineering, another re- 
sponsible for sales, and a third responsible 
for construction. Each of these functions 
covered all products or applications han- 
dled by this small company. 

A few years after the company was or- 
ganized, it was determined that they 
needed certain equipment which was not 
available to them. In order to provide this 
equipment, they began manufacturing, 
and thus a fourth function was added to 
their organization. The entry into manu- 
facturing required the development of 
products, development led into research, 
and in this way the position of the chief 
engineer of the corporation in charge of 
Research and Development evolved. 

Moving now to 1943, the volume of 
completed sales of the corporation 
amounted to $28 million. Engineering, 
Manufacturing and Sales had emerged as 
the three important operating divisions. 
Finance and Personnel had become strong 
supporting divisions, and certain impor- 
tant departments were beginning to 
emerge, such as Public Relations, Adver- 
tising and Sales Promotion and Market 
Research. The legal affairs of the corpora- 
tion had reached a point where a depart- 
ment had been organized for this purpose. 

With the exception of a few changes, 
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MELVIN C. HOLM, vice president and comptroller of 
Carrier Corporation, Syracuse, N. Y., at 38 is one of the 
youngest top executives in the air conditioning business. 
He joined Carrier in an accounting capacity in 1937; was 
named assistant comptroller, 1946; comptroller, 1950; and 
vice president, 1955. Mr. Holm is a member of the National 
Accounting Council of MAPI and of Controllers Institute 
(he was a director of the Syracuse Control, 1954-1955). This 
paper was presented at the 375th Meeting of the National 
Industrial Conference Board at Houston, Texas, on March 24. 
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TOP ORGANIZATIONAL STRUCTURE OF CARRIER CORPORATION 
PRIOR TO THE REORGANIZATION PLAN THAT WAS PUT INTO EFFECT 
ON NOVEMBER 1, 1953 
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which were not fundamental, this organ- 
ization structure remained in effect until 
November 1, 1953. 

Under this horizontal organization 
set-up, the management of each division 
had the responsibility for handling all the 
affairs of every product line, ranging from 
a Y% H.P. room air conditioner to heavy 
machinery such as is required to air con- 
dition the Pentagon Building in Washing- 
ton. The room air conditioner is built on 
a production line and sold by merchan- 
disers. The machinery for the Pentagon 
Building is built in a heavy machinery 
shop where close tolerance work is re- 
quired and is sold by men who must have 
years of mechanical engineering training 
and experience. 

We fully realized that while manufac- 
turing or engineering or sales are special- 
ized fields, we had apples and oranges all 
mixed within these functional responsi- 
bilities. In 1943, however, no one product 
line or group of similar product lines was 
of sufficient volume to support a self- 
contained organization of its own. 

During the latter part of 1950, the 
Allied Products Division was formed as 
an experimental operation and-given the 
responsibility of handling all the affairs 
of two product lines. In fact, the division 
was set up as a separate, wholly owned 
subsidiary. It was allocated a certain 
amount of capital and its management 
was told that results would be measured 
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primarily by return realized on this in- 
vestment. 

The work of this division provided us 
with considerable valuable information 
and in early 1952 we were convinced we 
were ready to move in the direction of 
verticalization of our over-all operations. 


VERTICALIZATION APPROACHED 

Once this decision was made, we were 
faced with the question of how to go 
about it. A basic issue to be resolved was 
that of whether to attempt to do the en- 
tire job ourselves or whether to obtain the 
assistance of some independent concern 
specializing in organization work. It was 
decided that we should do the job our- 
selves but that we would employ outside 
counsel to guide and criticize what we 
came up with at each stage of the develop- 
ment of new plans. 

The approach adopted involved an ex- 
tensive series of committee actions, with 
all committee work being carried out by 
the officers and other key employes of the 
corporation. In laying out the work of 
these committees, we had in mind the 
contributions that could be made by people 
who were close to our day-to-day opera- 
tions. But of equal importance, we be- 
lieved that when a new plan was finally 
ready for adoption, it would be acceptable 
to our people because those responsible 
for making it work would have had a part 
in designing the plan. In our opinion, this 
is very important. 
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AN ORGANIZATION 
PLANNING COMMITTEE 

On April 19, 1952, an Organization 
Planning Committee was appointed from 
among the officers of the corporation and 
given the assignment of developing a new 
basic plan of organization. 

The work of this Committee resulted in 
a recommendation that our various prod- 
uct lines be grouped into three separate 
families and that three divisions be formed 
to assume full responsibility for develop- 
ment, production and marketing of all 
the products allocated to them. Organiza- 
tion charts for the entire corporation were 
prepared, through department levels. 

The recommendations of this Commit- 
tee were received and discussed at con- 
siderable length by the officer group and 
with our consultants. After modifications 
had been made we were ready for the next 
step, which was to present these recom- 
mendations and organization charts to all 
major department heads. This was done 
in a session which started one Saturday 
morning at nine o'clock and continued 
through luncheon until late in the after- 
noon. 

The department heads were then di- 
vided into four Task Committees, each 
with its own chairman and an advisor rep- 
resenting the officer group to supply back- 
ground and guidance for further studies 
and criticisms which they were asked to 
make. 

Each committee was asked to review all 
organization charts that had been pre- 
pared and was charged with the respon- 
sibility of being thoroughly critical of 
every aspect of the recommendations of 
the Organization Planning Committee, in- 
cluding the basic question of whether the 
divisions proposed and the allocation of 
products to the divisions were sound, in 
their opinion. 

Their reports were received by the Or- 
ganization Planning Committee and ofh- 
cers of the corporation, again on a Satur- 
day, in a session which lasted the entire 
day. 

Some changes were recommended but 
the opinions of the various groups were 
surprisingly uniform and at the end of 
the second meeting with the department 
heads, we were able to adopt a skeleton 
plan of a new organization which had the 
enthusiastic support of this entire group. 

Now that the decision had been made 
concerning the basic structure of the new 
organization set-up, we turned to the 
problem of placing this new plan into ef- 
fect. The Organization Committee and 
the Task Committees were discharged. 


PUTTING THE PLAN INTO EFFECT 
We then selected the key man for each 
of the operating divisions that were to be 
created. That is, the general manager for 
each operating division. Next, we organ- 
ized what we called a Senior Organization 
Committee that was charged with the te- 
sponsibility of developing the detailed 
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organization plan as well as a program for 

utting the organization change into ef- 
fect. This Senior Organization Committee 
consisted of the following individuals: 


1. As chairman—the vice president, who 
had been appointed to the position of 
general manager of the Machinery and 
Systems Division (that is, the division 
that was to be responsible for large 
equipment, major systems work, etc.). 
As vice-chairman—the comptroller. 
The vice president in charge of all 
manufacturing operations under our 
old organizational set-up. 

. The vice president in charge of Direct 

Sales (that is, sales involving large 

equipment and big systems). 

The vice president in charge of all en- 

gineering under the old plan. 

The assistant to the president. 

. The vice president who had been ap- 
pointed to the position of general man- 
ager of the Unitary Equipment Divi- 
sion (that is, the division that handles 
those products that go to market 
through distributors and dealers. For ex- 
ample, room air conditioners, residen- 
tial year-round weathermakers, etc.). 


wh 


. 
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As soon as this Committee had final- 
ized its thinking as to the make-up, by 
product department, of the new organiza- 
tion structure, it submitted its recom- 
mendations to the president and the ex- 
ecutive vice president. After these plans 
were approved, the Senior Organization 
Committee made recommendations to top 
management as to further 7, geinrseggue 
As major department heads were ap- 
pointed they were organized into sub- 
committees with specific assignments. 


A REORGANIZATION MANUAL 

Prior to this time the comptroller had 
organized a small task group that devoted 
their entire time for a period of about two 
months working out a detailed program 
of work to be done by these subcommit- 
tees, or Transition Committees as they 
were called. This special task group con- 
sisted of the following: 


1, As chairman—the comptroller 

2. His staff assistant 

3. The manager of our Procedures De- 
partment 

4. The two men who had been designated 
as divisional comptrollers 


This group developed a Reorganiza- 
tion Manual in which was spelled out the 
Various steps that were to be followed, in- 
cluding the preparation of detailed budg- 
ets for the new set-up. 

A very valuable aid in this part of the 
Pfogram was an inventory of functions 
that was taken by each and every super- 
visor. This was done in one week's time, 
in accordance with detailed instructions 
issued by the comptroller’s special staff. 

With this inventory we were able to 
ctoss-check every function under the old 
set-up with the proposed functions under 


ORGANIZATIONAL STRUCTURE OF CARRIER CORPORATION 
AFTER REORGANIZATION PLAN WAS PUT INTO EFFECT 
(but before giving effect to the merger of 
Affiliated Gas Equipment Company into Carrier Corporation) 
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the new to be sure that nothing was unin- 
tentionally overlooked. 

Due dates were set for the completion 
of their assignment for each subcommit- 
tee. Their reports were submitted and 
then reviewed by the Senior Organization 
Committee. Differences of opinion were 
ironed out, final personal assignments 
were decided upon, job descriptions pre- 
pared, office rearrangements worked out. 


DISTRIBUTION OF PERSONNEL 

It was apparent that the reorganization 
would cause very little change in the 
status of hourly and nonsupervisory per- 
sonnel. However, it was obvious that 
many moves would have to be made in- 
volving supervisory, technical and _pro- 
fessional people. 

To provide for the smoothest move- 
ment possible, tabulating cards were pre- 
pared with the name, employment num- 
ber and Social Security number for each 
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of the 8500 people in the company. These 
cards became the basic index and filing 
system of all changes. As people were 
selected during the staffing process, as 
they were approved and later appointed 
to their new jobs, the proper information 
and accounting numbers were coded on 
the tabulating cards. These made it pos- 
sible to check on the status and location 
of every individual on very short notice. 

In order to keep all employes in- 
formed, they were instructed to contact 
their immediate supervisor and if he 
could not provide the answer, he was to 
be sent to the Personnel Division where 
he could be quickly informed by refer- 
ence to the tabulating inventory card 
which had been prepared. 
TELLING THE STORY 

Finally, November 1, 1953, was estab- 


lished as the change-over date. As the 
deadline approached, rumors began to 
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ORGANIZATIONAL STRUCTURE OF CARRIER CORPORATION 
AFTER THE ADDITION OF NEW DIVISIONS 
as a result of the merger of 
Affiliated Gas Equipment Company into Carrier Corporation 
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pop up and in anticipation of this, a 
comprehensive publicity campaign had 
been prepared to announce the change. 
As Carrier management saw it, four 
groups were primarily concerned: em- 
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ployes, stockholders, distributors and deal- 
ers, and the public generally. Publicity 
was directed to get the facts to each of 
these four groups. 

A general story of decentralization was 
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prepared that would serve as the basis for 
the announcement and for all publicity, 
This was designed to insure authenticity 
and uniformity, and prevent the possi- 
bility of employes being confused by read. 
ing, for example, one account in the em. 
ploye newspaper (the Carrier Courier) 
and another in the public press. 

Employes got the story first through the 
Carrier Courier and through bulletins and 
discussion groups throughout the organi- 
zation. The following day the story was 
released to the press. The corporation's 
sales house organ carried the story to dis- 
tributors and dealers in considerable de. 
tail, including how the change would af. 
fect the routine of their own operations, 

Stockholders were apprised of the 
change through newspaper articles. They 
also received further details in the An- 
nual Report issued shortly after the first 
of the year. 

A brochure “Growth and Change at 
Carrier Corporation” containing the full 
story of the decentralization, together with 
organization charts and short biographies 
of the key figures involved, was mailed 
to the homes of all the management 
group, to suppliers and to many others. 


THE CHANGE-OVER 


The change-over was made on the 
morning of November 1, 1953 with no 
loss of production. Although some confu- 
sion naturally existed, the very careful ad- 
vance planning served to keep it to a 
minimum. We have been operating under 
the new plan for more than a year and 
while no attempt is made to report in 
great detail concerning benefits that have 
been derived from the change, certain out- 
standing ones are of sufficient importance 
to mention: 


1. Inventories have been brought under 
better control by having responsibility 
concentrated in smaller groups. 

2. Time required to either change or in- 
troduce new models has been reduced 
by several months. 

3. The lead time required to make 
changes in production schedules has 
been noticeably shortened. 

4. Several places in the organization have 
been opened up where men are receiv- 
ing general management training and 
as a result, we are creating greater 
depth in our organization in this re 
spect. 

5. It made possible the addition of new 
divisions to the Carrier family, result- 
ing from the merger of Affiliated Gas 
Equipment, Inc., with a minimum of 
confusion. 

6. Finally, the top management of the 
corporation is finding that it has more 
time for creative, long-term planning. 
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Converting a Loss Division 
Into a Profitable Operation 


John H. Schwarten, Jr. 


EW EXPERIENCES in business life can be 
a intellectually rewarding as the satis- 
faction that comes with transforming a 
shaky losing business into a sound, profit- 
able one. A transformation of this nature 
can often be effected by application of the 
principles of management planning and 
control. These principles were applied to 
a particular problem in our organization— 
and with gratifying results. 

Our company has a capitalization of 
roughly $40 million and a working capi- 
tal of around $33 million. We have been 
in the general merchandising business as 
wholesalers for more than 75 years and 
in the retail business for 25 years. This 
paper is concerned exclusively with our 
experience in wholesaling and the results 
of that division of our business. 

Like many other wholesalers, our outfit 
flourished for 40 years, and was quite 
profitable through World War I. It began 
to misfire in the ’20s, when the growth 
and development of the national chains 
was strongest. By the early 30s, we had 
had a financial reorganization. We limped 
along through the Depression years. Then 
in World War II, we had a new lease on 
life, and in 1946 earned a nice, comfort- 
able $6 million. However, in 1947 we 
turned right around and lost $5 million, 
made a few dollars in 1948, and lost 
another $1 million in 1949. Looking 
ahead from that point, the prospect of a 
decent return on our investment was poor 


indeed. 


THE BOARD'S VIEW 
_ In 1949, the board of directors called 
into consultation a top-flight firm of man- 
agement engineers. In addition, they ap- 
pointed a board committee, led by an able 
and experienced executive, to examine the 
company’s situation thoroughly and to 
teport their recommendations promptly. 
These two groups reported independently, 
but agreed completely. 

They concluded unequivocally that the 
wholesale business as we were conducting 
it had no future, was without economic 


justification, offered no prospect for a 
suitable return on investment, and in gen- 
eral, the faster we got out the better. They 
recommended that we convert the entire 
wholesale investment into cash as quickly 
as possible, rearrange the corporation’s 
capital structure, and thereafter concen- 
trate on the development of our retail op- 
erations. 

At that time, the wholesale division 
sold well over $100 million annually, em- 
ployed several thousand people, served 
some 27,000 customers throughout the na- 
tion, and had a highly respected name in 
the merchandising business. But it couldn’t 
earn any money. Understandably, only this 
last mentioned characteristic impressed the 
board of directors. That plus the fact that 
a neat $25 million was tied up in the 
business, and was producing little or no 
return. No wonder that the urge to liqui- 
date was almost overpowering, especially 
when backed up by the recommendations 
of competent authorities. 


MANAGEMENT'S VIEW 

We in the management felt differently. 
We knew that there was a profitable seg- 
ment of the business, and were reasonably 
sure that it was worth salvaging. We set 
out to prove to ourselves what could be 
done, and to prepare plans for doing it. 

Even today, distribution is one aspect of 
American business on which relatively 


little scientific cost data are available. Like 
most merchants, we suffered from that 
shortcoming. Yet we did know some very 
important things about our wholesale 
business. On the negative side, we knew 
these things well: 


1. Overhead in the division was shock- 
ingly high. This had grown upon us, 
brought about by complexities of in- 
ternal organization which in turn re- 
flected an accumulated dabbling into 
many different merchandising fields. 
In our search for sales volume, we had 
become all things to all people, and 
simply had too many balls in the air. 

. More volume was perpetually needed 
to support the existing overhead. This 
meant exploitation of more varied 
fields, which meant more overhead 
again—the thing was a vicious circle. 

3. We were covering too much territory 
and servicing too many customers 
whose orders were too little for our 


profit. 


No 


4. We were handling too many merchan- 


dise items on which the demand was 
too small to warrant the investment 
and cost of handling. We found many 
ridiculous situations in which the gross 
profit on individual items didn’t cover 
even the cost of record-keeping for 
stock control. 

5. We were buying our business through 
high-cost salesmanship that relied too 
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heavily on promotional techniques, 
that gave us no reliable pattern of 
demand. Our buyers were unable to 
project sales experiences by items, and 
hence usually overbought or under- 
bought. And as wholesalers, we lacked 
the facilities and the capacities to move 
fast in disposing of overstocks to con- 
sumers. 

If you know anything about the mer- 
chandise business, retail or wholesale, 
you know that overstocks mean mark- 
downs that kill profit, and outs or 
omissions mean lost business and dis- 
gruntled customers. Our merchandis- 
ing plans were not dependable, and 
consequently the accepted techniques 
of control (dollar purchase allotments 
and item re-buying controls) were in- 
effective, and even tended to aggravate 
the situation. 

6. Style lines and highly seasonable goods 
simply were not suited to our brand of 
wholesaling. Long seasonable buying 
positions are characteristic of the tex- 
tile markets. With us, these meant 
gambling on price, style, color, etc. In 
our situation, the gambles too often 
were losers. 

7. All this added up to markdown costs 
that throttled gross profit, selling costs 
that we couldn’t tolerate, warehousing 
and accounting costs that were out of 
proportion to volume, slow turnover, 
high investment. In short, all the meas- 
urements that you normally apply to a 
business showed up negative. 

8. Cash was tight. Company credit was 
extended to the limit. We had a term 
loan outstanding, the payments on 
which were becoming a real problem. 
Our investment in inventory and re- 
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ceivables was way out of proportion to 
volume and profit opportunities. 


If we had let matters rest there, we 
could have reached no other conclusion 
than to liquidate as quickly as possible. 


MERCHANT OBLIGATION 

On the positive side, we knew that bur- 
ied within the wholesale division, we had a 
large body of franchised customers who 
looked to us as their principal source of 
supply, and who bought in sufficient vol- 
ume for satisfactory profit. This body was 
the group of merchants, then about 1,300 
in number, who operated independently 
owned variety stores under the company’s 
Ben Franklin franchise. The group had 
been formed around an idea 20 years ear- 
lier, had made some headway, but had 
been something of a stepchild within the 
wholesale division. 

We felt certain that by concentrating on 
serving these customers and by eliminat- 
ing the many fringe items and activities 
that had become ingrown, we could cut 
our merchandise lines and investment, and 
therefore our exposure to risk, in half. We 
believed that we could concentrate our ef- 
forts on the checklist of merchandise 
items that returned a satisfactory profit for 
ourselves and our merchants, and that best 
met the needs of our franchised Ben 
Franklin customers, and thereby manage 
our merchandise investment much more 
efficiently. 

We felt sure that a dependable pattern 
of demand, featuring fast-moving items, 
could be developed with these customers, 
and that by strengthening our Ben Frank- 
lin field organization we could very sub- 
stantially curtail our selling costs by sub- 
stituting service and merchandising skills 
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“You only got the thrill of breaking 100 for the 
entire eighteen holes. | got it on each hole!” 
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for promotional selling. We knew that if 
we did these things, we might temporarily 
lose sales volume, but that we would 
greatly improve our chance for profit. 

We had virtually no tolerance of time, 
We had to stop losses at once, and then 
hold the line long enough to prove our 
beliefs. 


MARKET SURVEY 

Our one key question was the size and 
permanence of the market. Was it big 
enough to support a substantial invest. 
ment, and was it growing or diminishing? 

To make certain of the market, we went 
to Washington and arranged for some 
special tabulations, at our cost, of the 
1948 Census of Business. We drew on our 
own records to construct a picture of cus- 
tomer and sales potential. We utilized the 
services of the marketing and commercial 
services departments of the University of 
Illinois to supplement our own market 
analysis, and confirm our findings. Inci- 
dentally, the University’s representatives 
did a very fine job and turned in a report 
that was widely read throughout our or- 
ganization, and is quoted to this day. 

We pinpointed the market and estab- 
lished to our satisfaction that it was ade- 
quate, was growing, and could be served 
by us at a profit. We disproved, at least to 
our own satisfaction, the commonly ac- 
cepted view that the independent mer- 
chant was a vanishing American. We 
established to the contrary, that the inde- 
pendent merchant, especially in the variety 
field which we had chosen to serve, was 
virile and aggressive, and was growing at 
the expense of the chains. 

We examined P & L statements from 
hundreds of Ben Franklin merchants, and 
checked our own credit experience with 
them. We knew that they were almost uni- 
versally profitable, that their expense struc- 
ture was so very much lower than chain 
stores of comparable size (because the 
whole family pitches in, and because of 
the proprietorship motive), that we need 
have no fear at all of concentrating on 
one customer in a community, only to find 
that he was being pushed out of business 
by a chain store. 

We were not without a dissenting vote 
in our conclusions. Our retail executives 
thought we had holes in our heads. 

In consequence of these market studies, 
we felt sure we could push our Ben Frank- 
lin business from $30 million to at least 
$50 million and maybe beyond. But even 
the top figure was less than half the vol- 
ume the division had been enjoying, and 
still lost money. We had much more plan- 
ning to do. 


ORGANIZATION PLANNING 

We made short- and long-range projec: 
tions for a minimum organization, and we 
spelled out that organization by individual 
jobs, down to the last stockkeeper and 
orderfiller. We built a pattern of business 
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around specialization on Ben Franklin 
variety stores. We planned minimum in- 
ventories and maximum turnover of fast- 
moving goods, minimum number of cus- 
tomers with big orders and large volume 
per customer, minimum selling costs, be- 
cause we would be selling an idea and a 
plan of operation rather than pieces of 
merchandise, minimum warehouse space 
needs, and above all, minimum organiza- 
tion and payroll. Then we cut our cloth 
to fit that pattern. We felt sure it would 
work, but it had to be proved. 

We put our plans together in a complete 
management report, and convinced our 
board of directors that we should be al- 
lowed one year in which to give it a whirl 
and fully prove our point or liquidate the 
division. 

We selected our Baltimore branch as 
the pilot. That branch had been operated 
by the company for about 20 years. It had 
originally been bought as a going business 
because of its eminence in dry goods dis- 
tribution in the southeastern United States, 
and dry goods was what we didn’t want. 
For the entire period of its operations, the 
branch did little better than break even. 
Except for World War II years, it pro- 
duced a cumulative net loss of more than 
$1 million. Physical conditions in the 
branch were favorable to immediate cor- 
rective action. ° 

Before we went to work on it, the 
branch occupied a 10-storey office building 
in downtown Baltimore, with 225,000 
square feet of space, plus an 8-storey ware- 
house in the industrial district, with ap- 
proximately 450,000 square feet of space. 
It employed more than 600 people, and 
sold sl $17 million, and serviced over 
5,000 customers, including an export op- 
eration. 

In a period of 90 days, we cut the cus- 
tomer list to fewer than a thousand. We 
cut the organization to 200 people. We 
cut the space occupied to about 250,000 
square feet, and vacated the entire office 
building and half of the warehouse build- 
ing. We cut our merchandise offerings 
from 30,000 individual items to less than 
10,000. 

In the first year of the new operation, 
we had cut the sales of the Baltimore 
branch in half, the investment by two 
thirds, and earned better than 30% on the 
average gross investment before taxes. 
This was by far the best performance of 
all merchandise branches, and was simply 
unheard of for Baltimore. In addition, we 
filled up the floor space we had vacated 
(over 400,000 square feet of it) with pay- 
ing tenants at a nice rental. 

Needless to say, we lost no time in con- 
vetting the entire division to the Baltimore 
plan. It has taken five years to complete the 
Conversion, but I should like to summarize 
for you the things that have been accom- 
plished in the 5-year interval. 

1. We discontinued two thirds of our mer- 

chandise items, dropping from 30,000 

items to 10,000. 


CIVIL SERVICE ANNOUNCES INTERNAL AUDITOR EXAMS 


Positions as internal auditors at salaries ranging from 
$4,205 to $9,600 a year, are available in the Post Office De- 
partment, Washington, D. C., and in Branch Audit Offices 


throughout the United States. 


Competitors will not be required to report for a written 
test, but will be rated on a scale of 100, on the extent and 
quality of their experience and training relevant to the du- 
ties of the position. Such ratings will be based upon the 
competitors’ statements in their applications and upon any 
additional evidence which may be required. 

Information on experience requirements, salaries, sub- 
stitution of education for experience, citizenship and other 
requirements may be obtained from the Regional Offices 
of the United States Civil Service or from the United States 
Civil Service Commission, Washington 25, D. C. 
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2. We dropped nearly 90% of our cus- 
tomers, cutting from more than 27,000 
before conversion to 3,670 last Decem- 
ber 31. 

3. General wholesale sales that were $95 
million in 1946 were $8 million in 
1954, and will be substantially elimi- 
nated by 1956. Sales to Ben Franklin 
merchants that were $34 million in 
1946 were $65 million in 1954. For the 
last five years, they have increased 
nearly 20% a year. They represented 
26% of our total wholesale volume in 
1946, and 90% in 1954. 

. We vacated approximately 45 acres of 
good, rentable or salable floor space. 
We closed two factories and sold two 
warehouses, which added $4 million 
to our net working capital. We added 
more than half a million dollars an- 
nually to the company’s pretax income, 
simply through rental of the space that 
had been vacated and that was not sold. 

5. We cut our costs of markdowns and 
expenses by well over $10 million a 
year, and set a new low in expense 
ratios every year for the last five years. 

6. In addition to the $4 million realized 
from the sale of properties, we freed 
up another $10 million of working 
capital that had been required to carry 
the division’s excess merchandise in- 
ventories and customer accounts receiv- 
able. We paid off the complete re- 
mainder of our term loan. 

7. We cut the number of people employed 
by the division substantially in half. 
We doubled sales per square foot of 
floor space, and we nearly doubled sales 
per employe. We speeded inventory 
turnover from about three and a half 
times to well over six times annually. 

8. We absorbed all the costs of transition 


dd 


in current operations and, at the same 
time, converted an average annual op- 
erating loss of $1 million to an average 
annual operating profit of $3 million. 
Meanwhile, we deliberately curtailed 
our markup to insure competitiveness. 


THE PROOF OF PUDDING 

Obviously all of this did not take place 
at one time. It has been in process for ap- 
proximately five years, and is not yet en- 
tirely completed. This year we are build- 
ing a new warehouse in Dallas, of 145,000 
square feet, designed and constructed by 
ourselves on ground of our choosing, that 
will house that territory's headquarters. 
Simply by moving to these new quarters, 
we will improve that branch’s return on 
investment by 4% annually. We are plan- 
ning to build another in the Chicago area 
of approximately 400,000 square feet. We 
will move in to Dallas by May, and we 
hope to move in to Chicago by December. 
In Chicago, the move will free up an addi- 
tional half million square feet of floor 
space in a good downtown location, part 
of which is already rented to a large tenant 
at a quite satisfactory rental. 

Today, no one questions the economic 
soundness, the profitability, or the future 
prospects of our Ben Franklin division. It 
has proved itself, and continues to prove 
itself daily. We expect it to grow bigger, 
not through any sudden expansion, but by 
natural processes. We are currently adding 
about a new store a day, and see no reason 
to expect abatement of the Ben Franklin 
sales growth. 

Meanwhile, the return on investment 
that this division has afforded us stands 
respectably high, along with other suc- 
cessful merchandising businesses. 


THE CONTROLLER...... a . JULY 1955 





325 








Giving Budgeting Appeal 


to the Foreman 


Harry Woodhead 


HERE ARE MANY FACTORS which con- 
Ticdoune to the successful operation of a 
business. And one very important one is 
the subject at hand. Budgeting that results 
in cost control and cost reduction is a very 
sound technique for increasing or main- 
taining a profit ratio that will assure a 
vigorous and expanding business opera- 
tion. 

There is no disagreement as to the ne- 
cessity for a continuous program of cost 
control and cost reduction. It is not some- 
thing that can be done as a desperate 
measure to keep from going bankrupt. If 
it is going to be done at all it must be 
working all the time at all levels of man- 
agement. It must be programmed so that 
participation is automatic by all con- 
cerned with the operation of a business. 

If a cost control program is to be ef- 
fective it must be participated in by all 
members of management. It would be 
well to pause at this point and define that 
word management. 

Webster’s dictionary defines MANAGE- 
MENT as: ‘The collective body of THOSE 
who manage or direct any enterprise or 
interest.” 

Good management is knowing what 
should be done and seeing that it is done. 
On this basis, management is not a matter 
of the title that appears after a name in 
the company telephone directory. It is not 
a matter of whether a man’s office is lo- 





cated in the plant or the main office build- 
ing. It is not a matter of whether he has a 
secretary or one or two phones on his desk. 
If the man’s job requires that he use sound 
judgment in the direction of all or any 
part of the company’s operation, then he 
is a member of management. 

Do you see what I am driving at? A 
cost control program won’t work if all you 
do is have the accounting department pre- 
pare volumes of reports, statistics and 
charts for delivery to the “front offices” 
telling the “top men” how well or how 
bad their decisions are working out in 
terms of profit and loss. 

Don’t misunderstand me. Reports to 
top management are very important. The 
modern business man wouldn’t last very 
long in these days of complex business op- 
eration without the ability to analyze and 
relate accounting statements and informa- 
tion to the physical operations of a busi- 
ness. But I do want to make clear the very 
important point that if you're interested 
in an effective cost control program you 
haven't even scratched the surface until 
you have every member of management 
directly involved. 

In fact it has been my experience that 
some of the most spectacular cost savings 
come from the so-called lower end of the 
line of management, the foreman. But 
that won’t happen when the foremen feel 
that they are on the lower end of the line 
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of management. Instead it must be recog- 
nized that a foreman is that member of 
management who is in direct control of 
those in the shop or office, whose work 
either directly produces or directly con- 
tributes to the production of the product. 


THE FOREMAN’S JOB 

I am frank to admit that a lot of people 
still have a distorted idea of who a fore- 
man is, and what he does. Some folks pic- 
ture him as a curiously blended composite 
of a policeman, a teacher, and a mechanic. 
Other people less charitably minded, sim- 
ply imagine him to be some guy who has 
ability but is too old, or too fat, to work, 
and because there is nothing else that can 
be done with him, he is automatically 
made a foreman. These same people also 
have a misguided idea of how the fore- 
man makes the transition from worker to 
supervisor. They imagine he does it by 
simply starting to wear his Sunday clothes 
on the job, and of giving up all pretense 
of doing an honest day’s work. In his new 
capacity as a foreman, they picture him sit- 
ting in the lazy dignity of a nice shiny little 
office, feet propped up on a desk, perform- 
ing no greater physical effort than that in- 
volved in taking an occasional shot at his 
private cuspidor in the corner. 

While I am talking about what a fore- 
man is and what he is not, I would like 
to register an objection to another cock- 
eyed idea that has gained widespread ac- 
ceptance in some quarters. I refer to the 
idea that a foreman is the representative 
of management—a sort of glorified mes- 
senger boy who merely transmits the ot- 
ders he is given by management. I def 
nitely object to this idea that the foreman 
is a representative of management. A fore- 
man is not a representative of anything, 
including management; he 7s manage- 
ment. 

I have no sympathy for those loose 
thinking behind-the-times managements 
who have so completely misunderstood 
the true function of management that they 
have excluded their foremen from the 
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management group. Such managements 
have earned and richly deserve the trouble 
that comes to them from this error. Nor 
do I have any patience with those hypo- 
critical managements who tell the fore- 
men they are a part of management and 
then treat them like horse thieves. The 
principle of foremen as a part of manage- 
ment rates more than mere lip service. 
Competent managements—and despite 
what I have said they are fortunately in 
the great majority—not only proclaim that 
foremen are a part of management, but 
they also set up their organizations so that 
foremen perform management functions. 


THE FOREMAN AND COST CONTROL 

In those organizations where the fore- 
man is an integral part of management 
bringing them into the cost control pic- 
ture is relatively simple. No real results 
can be seen overnight but if the whole 
management functions as a team it be- 
comes only a question of time until the 
foreman, who is on the front line, is 
showing his true colors as a bulwark 
against rising costs. 

I'm not going to stick my neck out by 
trying to tell how to design a cost sys- 
tem to best tell the foreman how he 
stands on the cost of operating his de- 
partment. But there are a few points I can 
mention that, from experience, I have 
found to be fundamental to the success of 
giving budgeting appeal to the foreman. 

First, keep the information and the re- 
porting form simple. Remember that in- 
terpretation and analysis of figures is not 
usually the primary job of the foreman of 
a department. He has first to concern him- 
self with such things as quantity and qual- 
ity of product. He must know the proper 
techniques to be used by his men. He is 
concerned with personnel problems. In 
short his job is many faceted and time 
consuming. 

If he is going to make the most of ac- 
counting information in effecting cost con- 
trol it must be readily understood and 
easily related to the day-to-day operation 
over which he has supervision. Be sure the 
information is displayed so it is usable. 
Don’t put in so much detail he has to 
wade through irrelevant facts to get the 
information he wants. It is also important 
that he have enough information so that 
pertinent facts are not buried in meaning- 
less totals or summaries. You have to 
strive for that happy medium. 

Secondly, and related to the first, be 
sure the foreman has a thorough under- 
standing of the budget, standard or objec- 
tive used to measure departmental cost 
performance. Don’t let the budget re- 
main a mystery guarded carefully among 
the ledgers and charts in the accounting 
department. In fact as your program ma- 
tures and the foreman becomes more and 
more familiar with its operation and ob- 
jéctives give him an equal voice in the 
establishment of budgets. 


























“One thing we don’t like here is for someone to be 
pulling levers when he should be pushing buttons!’ 


I have found that the foreman will as- 
sume his share of management responsi- 
bility in this matter, and he certainly is 
the man best equipped with the facts nec- 
essary to formulate a realistic budget. This 
is particularly true if all members of man- 
agement will learn and remember that 
they can show good performance only if 
they are good and not by comparison with 
someone who is a bad performer. 

Third, and by far the most important, 
is to be sure that the cost control program 
has the sincere support of all key members 
of management. If the foremen don’t 
know that their superior is interested in 
their efforts to control costs, and that they 
will receive the support and recognition 
due them when they produce, the whole 
program is doomed to early failure. 

The program may get off the ground 
because it presents a new challenge to the 
foreman and he will react as any leader 
should with an initial show of enthusiasm. 
But, if he runs into indifference about his 
good accomplishments, or lack of help 
when he has problems, it will crash with a 
resounding thud. It may even splinter so 
that the pieces can never be put together. 

On the other hand if the program is 
wholeheartedly supported by the whole 
Management team from the top man to 
the assistant foreman the rewards in the 
form of cost reduction can astonish even 
the most optimistic managements. If all 
the elements of a good budgeting pro- 
gram are present it is also true that there 
seems to be no end to the amount of im- 
provement that foremen can bring about. 

There are many facets to the successful 
program that are not always so obvious 
as the measured reduction or control of 


costs but which have a tremendous impact 
on the continued successful operation and 
expansion of a business. High morale on 
the part of foremen, a feeling of being a 
part of the team, and development of. a 
strong sense of responsibility are but a 
few of these all important by-products. 
These are factors that can’t be measured in 
dollars and cents by the controller's de- 
partment but they are nevertheless appar- 
ent when present, and frequently contrib- 
ute more to cost reduction in the long run 
than the more obvious, directly measured; 
cost factors. 

While I have had the opportunity to 
observe many successful programs of the 
type I am discussing I can draw some very 
typical examples from our experience 
right at the Douglas Plant in Tulsa. 


CONTROL RESPONSIBILITIES 

What we consider as cost control by 
and for the foreman is not all in a single 
package. It consists of many different 
types of controls. Each is designed to give 
the department foreman an opportunity 
to exercise jurisdiction over those costs 
generated within his department. 

Direct labor is controlled by means of 
a system of work measurement based upon 
a comparison of actuals to predetermined 
standards derived from time study infor- 
mation. Indirect labor is also budgeted, 
by means of historically established oper- 
ating ratios. In another report we give the 
foreman information on how he stands 
with respect to the use of supplies, hand 
tools, maintenance costs, and tool repair. 
We also consider such programs as im- 
provement of scrap experience and the 
employe suggestion award program as 
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part of the foreman’s responsibility for 
cost control. 

Each of these programs, now that they 
are in full swing, is almost completely 
administered by the foreman. The reports 
he receives are prepared particularly for 
his needs and in accordance with his de- 
sires and suggestions as to the information 
he wants to get the job done. Copies of 
the reports with a summary attached are 
sent to appropriate top management per- 
sonnel. While top management reviews 
these reports cahdls it is seldom that it 
is required to take any direct action to 
police the cost control program. When 
the top echelon does step into the picture 
it is usually to give a helping hand rather 
than to criticize or rant about high costs. 

The foreman has advanced to the point 
in our program where he knows what his 
responsibilities are. He has learned that it 
is his job to watch those costs over which 
he has direct control and to do something 
about a situation when the accounting re- 
ports indicate it is getting out of line. He 
knows that if he isn’t able to cure it he can 
go to his superior and get a sympathetic 
hearing and the help of a man whose ex- 
perience and position better qualify him 
to solve the problem. But, such visits be- 
come less and less frequent as the foreman 
gains in knowledge and experience from 
having to cope with problems that used to 
be reserved for a higher level of manage- 
ment. The result, continuous day-to-day 
action in the area of cost control. Not cor- 
rective action only when trouble has de- 
veloped. 


THE PROGRAM 

How we put this program into effect 
can be described rather easily. First we 
screened all costs by classification to de- 
termine all those that could be directly and 
entirely controlled by the department fore- 
man. We didn’t throw the entire list at 
the foreman all at once. Instead we intro- 


duced each general group one at a time 
over a period of years. They were placed 
in effect in the order we thought repre- 
sented the largest potential cost reduction. 

Each program was thoroughly coordi- 
nated with top members of the manage- 
ment team and agreement obtained that 
the details of the program were what we 
wanted and would provide information 
that would enable the foreman to do the 
job that was expected of him. 

The cost programs were then intro- 
duced to the foreman in a series of meet- 
ings. Each meeting was limited to a small 
group to give ample opportunity for an 
adequate question-and-answer session fol- 
lowing an outline of the aims of the pro- 
gram and a complete explanation of how 
it should work. 

The standards used at the outset of each 
program were, of course, the best avail- 
able. But valuable months of time were 
not lost in trying to perfect them. We 
have learned that when the program for 
cost control is properly approached there 
is an immediate reaction on the part of the 
foreman in the form of a desire to re- 
duce operating costs when he learns what 
it is costing to perform a certain function 
whether the standard is absolutely correct 
or not. 

A very valuable part of the educational 
program to develop the foreman’s cost 
control consciousness is to have him par- 
ticipate in the improvement of the stand- 
ards. Not only does the foreman gain in 
stature through such a program, but it 
provides the accounting department with 
information and viewpoints about the es- 
tablishment of standards that could never 
be gleaned from a purely statistical study. 

Success along this line also has the effect 
of training the accountant to analyze and 
present information from the operating 
management’s viewpoint rather than be- 
ing limited to only a reporting of financial 
facts and statistical comparisons. 
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THE FOREMAN AND 
THE ACCOUNTANTS 

As the foremen became more aware of 
the costs being incurred in their depart 
ments they developed more and mote of a 
curiosity about the details that made up 
the costs being reported to them. So, a 
liaison was established between the fore. 
men and the accounting department 
which made available to them the detail 
time cards, stores requisitions and pur. 
chase invoice data supporting the costs 
charged to them. All foremen do not 
avail themselves of this information each 
month, but they do make good use of it 
when their reports indicate a trend in the 
wrong direction. 

This practice also serves to eliminate 
the mystery and distrust that formerly ex- 
isted in their minds about accounting tre- 
ports that had put them under the magni- 
fying glass of the boss. They no longer 
are in the position of not being able to 
talk about costs without the same knowl- 
edge the boss has. 


NEW VIEWPOINTS 

I want to say at this point that the fore- 
men are not the only members of man- 
agement who are learning something new 
from our cost control activities. Almost 
daily some foreman, in his quest for a way 
to save a dollar, comes up with an idea to 
improve operations that is so obvious the 
boss wonders why he didn’t think of it 
long ago. When this happens we have a 
cardinal rule that must be observed on 
our management team. No one is to be 
taken to task because he didn’t think of 
an idea before his subordinate. Instead 
both men are to be given credit and recog- 
nition and the development of ideas en- 
couraged all the way up and down the 
management ladder. This principle is even 
applied down to the lowest paid hourly 
worker. All foremen and their superiors 
are judged in the cost control program by 
the number of ideas and suggestions 
originating within the group they super- 
vise. This is important unless you want to 
stifle all initiative and progress within 
your organization. 

Throughout the entire cost control pro- 
gram patience has been required. It has 
taken time to establish real understanding 
and cooperation. In fact this process 1s 
still going on and will continue as long 
as we keep the program in effect. 

It has had three important effects on 
our foremen: 


1. It has increased the foreman’s con- 
fidence by erasing much he did not pre- 
viously understand. 

2. It is making them better managers 
and preparing them to assume more fe 
sponsibility when their time arrives. 

3. It is making it unnecessary for top 
management to constantly be correcting 
bad cost control situations. 
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Growth Potential 


As a Basis of Credit 


James P. Crumpler 


HE ORDER EXISTING TODAY in Ameri- 
business has made the long-range 
planning of products and their marketing 
a major function of top management. As 
business has expanded into all-out peace- 
time production, competition for the pri- 
vate consumer’s dollar has become more 
intense than ever before. Corporations 
have diversified their products and in- 
vaded the other fellow’s field in search of 
customers. 

This set of conditions has bound the 
fate of American manufacturers irrevoc- 
ably to the soundness of their planning 
policies. Mass production cannot shift 
products from day to day to correct mis- 
takes in sizing up customer's needs. It 
must work years in advance and bet mil- 
lions on the outcome. 

For executives who are responsible for 
the establishment of financial policy it is 
of necessity that growth potential be care- 
fully considered. Their responsibilities to- 
day must include a careful evaluation of 
the criteria affecting long-range growth. 


CASE HISTORY OF XYZ 

The following case history is presented 
to illustrate what can happen when 
growth potential is not adequately consid- 
ered in credit extension and financial plan- 
ning. 

The XYZ Corporation, manufacturers of 
large-size hand lawn mowers and “gang” 
mowers had been successful in business for 
nearly 60 years. Its office and plant were 
located in a city of 100,000 people in New 
York State where the firm enjoyed the finest 
reputation. Through a system of distribu- 
tors and salesmen it had the steady patron- 
age of the territory east of the Mississippi. 

The company enjoyed a top financial 
tating. Two rating agencies of national im- 
portance consistently gave an AAAA evalu- 
ation to the company. It had no bank loans, 
no bonded debt and no preferred stock— 
only common stock. Its assets were many 
times its liabilities. 

The company had a fine reputation as a 
well-administered organization. The inter- 
nal operations of the firm were well con- 
ducted and it was known for its ability to 


keep its costs down and efficiency up. Its 
cost per unit was the lowest in the industry. 

Its officers and principal executives were 
alert to the best administrative practices. 
The integrity of the management of the 
company was unquestioned. The company 
seemed to set the moral-ethical standards 
of the industry and the business community. 

As World War II came to a close, the 
company planned to re-convert immediately 
to its original line of lawn mowers. Also, it 
wanted to broaden its line. Exclusive patent 
rights were offered the company on a new 
vacuum cleaner. Extensive market research 
indicated a large market, and consequently 
two models of cleaners were designed and 
placed on the market; a small economy 
model and a large expensive one. A new 
plant was built for their manufacture and 
a separate sales organization under the 
direction of a hard-hitting manager was 
established. The future growth of the com- 
pany was assumed. 

However, things turned out badly. The 
company had spent two million dollars on 
its new plant and equipment. Re-tooling 
for revised models, which also failed to 
meet the user’s needs, cost another million 
dollars. The company is now bankrupt and 
its creditors—including two banks—stand 
to lose about two million dollars which had 
been loaned the company. 


This company failed to obtain a true 
picture of the nature and needs of the 











vacuum cleaner market. Only ove research 
technique was employed which revealed 
merely the size of the market and not its 
requirements. It did not depict a realistic 
picture, i.e., a picture of the other im- 
portant variables that should have been 
analyzed. As a result of inadequate re- 
search, the company made many unfortu- 
nate decisions. For instance, the company 
failed to evaluate the fact that it was un- 
known in the vacuum cleaner field—that 
its reputation did not count. It failed to 
evaluate correctly the strength of its com- 
petition as well as it failed to assess cor- 
rectly its own strengths and weaknesses ; 
and its advertising themes were not com- 
patible with the demands of the market. 
In brief, the company did not recognize 
that the total problem of growth has many 
facets. 


CREDIT APPRAISAL 

The financial officers of banks and cor- 
porations must consider many things be- 
fore they extend credit. The extension of 
business credit involves an assessment of 
the following major factors: 


The financial position of the company 
The quality of its administration 

The integrity of its officers 

The strategic plans for company growth 





JAMES P. CRUMPLER is on the professional staff of Now- 
land and Company, Inc., a product and marketing planning 
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his Bachelor's and Master’s degrees in Psychology at the 
University of Arkansas and more recently has studied In- 
dustrial Psychology at New York University. He was with 
Richardson, Bellows, Henry and Company before joining 
Nowland and Company in 1953 where he is engaged in 
studies which plan the strategic growth of client companies. 
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The first three are an appraisal of the 
past and the present. Only the fourth 
looks ahead. Only the fourth has an 
exclusive relationship to the gross of 
the business. There are but two ways of 
increasing the net of a business. One is to 
lower costs and the other is to enlarge the 
gross. 

With the recent increase in our national 
production facilities and the recurrence of 
a buyer's market, more thoughtful atten- 
tion is being given to increasing the gross 
of the business—to the product line and 
its marketing. This is a challenge to in- 
dustry because the change from a produc- 
tion economy, heavily influenced by gov- 
ernment, to a consumption economy of 
individual enterprise places the burden on 
finding needs, creating desires, and im- 
proving products or developing new 
products to meet these needs and poten- 
tial desires. It is with the view ahead— 
the enlargement of the gross—that com- 
pany finance officers, as creators of credit 
policy, are concerned. 

The case presented serves to illustrate a 
situation which is, unfortunately, all too 
common. The financial officers of the 
banks, which loaned the two million dol- 
lars, were correct in their appraisal of the 
first three factors. The loss their banks 
suffered was due to their failure to prop- 
erly assess the criteria which apply to the 
fourth factor—the growth potential of 
the company. 


PIONEER PRODUCTS 

Attention to the product line and its 
profitable disposition has evolved through 
several major and interesting phases. In 
the pioneer days of industry, products 
were turned out by such inventors as Edi- 
son, Ford, Firestone and Steinmetz. Their 


process of invention in filling the public’s 
needs was a trial and error method, yet 
even today less than one out of every 
thousand products so invented is ever 
converted into a commercial success. As 
the margin for technical improvements in 
respect to a product became less, the in- 
dustrial designer came into the picture. 
In fact, the fate of many a company, for 
a time, rested on the shoulders of the 
designer. 

The next evolutionary phase was called 
“re-design research.” It became obvious 
that the designer's preferences did not 
always coincide with the likes and needs 
of the purchaser. Polling techniques were 
then developed as a means of supplying 
the designer with data regarding user 
preferences in respect to alternative de- 
signs. While this polling effort was fruit- 
ful in reducing the element of risk in 
product design, it failed to go far enough. 
It failed, and still fails, as a creative de- 
vice to reveal the needs of the user. After 
all, the cost of re-tooling in many indus- 
tries will run into millions of dollars. 


CUSTOMER BUYING HABITS 

But in this process it was discovered 
that there was available a gold mine of 
product information. It was found that 
the consumer had within himself the an- 
swers, as it were, to his own needs and 
that this information would truly depict 
his behavior at the crucial time of pur- 
chase. Through the study of the motives 
behind consumer purchasing behavior, 
buying habits can be accurately predicted. 
Through this study it is possible to de- 
termine those product characteristics which 
will be sought by the consumer. This is 
not done by using the statistical sampling 
methods of market research—which are 





“He'll fold in a month. No working capital, 
overextended on inventory, and an assets-to- 
liability ratio of only one half to one” 
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extremely expensive—but through newly 
developed techniques involving extensive 
product explorations with small but highly 
selective consumer groups. 

Finally, it was found that management 
could not be concerned with the product 
line only but must recognize all the factors 
affecting the gross; price structure, dealer 
discounts, advertising, distribution and, in 
fact, the entire area of merchandising. 
Thus it has developed over the years that 
management is concerned with all the fac- 
tors external to the product—to the mar. 
ket itself—as well as with product char. 
acteristics. Expressed otherwise, it found 
that it was concerned with the total prob- 
lem of growth. 


CRITERIA FOR APPRAISAL 


Now, what has all this to do with ex- 
ecutives who have credit and financial re- 
sponsibilities ? It is hoped that this article 
will indicate the major criteria which may 
be used in evaluating the fourth of the 
elements, namely, the company plans for 
its product line and its marketing— 
restated, the problem of survival and 
growth. To appreciate the magnitude and 
importance of this problem we have but 
to remember that possibly 60% of today’s 
products were undreamed of ten years ago. 

In the case of the XYZ Company, we 
have an instance of a financial officer of 
a bank who extended extensive credit to 
a firm that depended on a hunch or in- 
tuition of an executive to determine the 
features of a product and how the line 
should be sold. “Flying by the seat of 
the pants” is hardly adequate for today’s 
conditions. 

Certainly, no financial officer should be 
impressed with a company that relies 
heavily on the designer alone, for even 
the best designer can be a liability instead 
of an asset. Neither should he believe 
that the future of the company is assured 
just because it has a “go-getter” for a 
sales manager, because the user of a prod- 
uct will not be “brainwashed” into buying 
what he doesn’t want. Furthermore, he 
should not be “sold” on a company which 
assumes that its established market will 
remain good, for the demands of the best 
of consumers are as inconstant as a weath- 
ervane. 

The fact that a company goes in for 
market research, as did the XYZ corpora- 
tion, does not offer a financial officer the 
assurance he needs, for market research is 
but a technique for developing statistical 
information about an existing market for 
an existing product of an existing com- 
pany under an existing system of distribu- 
tion. It is essentially a system of measure- 
ments of a static condition. The market is 
dynamic—not static—and market research 
does not tell a company /ow to secure 4 
larger share of the market—it merely con- 
tributes to such an answer. 

During the last ten years, when we had 
a seller’s market, the principal competi- 
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tive advantage to be enjoyed by a company 
lay in superior production. Today, with 
a buyer’s market, it is possible that the 
enlarged production facilities can become 
a liability. Today the competitive ad- 
vantage is held by the company that has 
the ability to understand the nature of 
its markets and knows how to ‘‘fit” its 
product line to the precise demands of the 
market—to the company that plans its 
growth on a foundation of fact. 


GROWTH FACTORS 

Perhaps it can be agreed that certain 
practices, as already indicated, would not 
favorably impress the appraising officer of 
a company or bank. Other practices, how- 
ever, should reveal the type of company 
thinking and actions that would lead to 
favorable action on an application for 
credit or additional financing. First, such 
a company would recognize that all the 
factors which effect a product line and 
its disposition must be considered as a 
whole—they cannot be looked at inde- 
pendently. But what are these factors? 
Just what can an executive do to win a 
larger share of the market ? 


— 


. He can modify his product line in a 
great number of ways; change its fea- 
tures and its functional characteristics, 
its physical appearance—its styling and 
design. 

He can modify its price-quality attri- 

butes; raise or lower the price to the 

user or add to or subtract from its 
quality. 

He can change the number of models 

in his product line, seek new applica- 

tions of his product, and seek new 
markets. 

He can modify the channels through 

which his product line is brought to 

the user. 

. He can alter his advertising in theme 
and media as well as in quantity. He 
can enlarge his sales force and inten- 
sify its training. He can re-survey the 
extent of user education required and 
the means of achieving it. 

6. He can add entirely new products 

totally different from his present prod- 

uct line. 


N 


Ww 


> 


ws 


These sevefal courses of action, which 
are open to all companies, offer a multi- 
plicity of possibilities. They must have 
been apparent to the president of the 
XYZ Corporation. Yet even if all the 
suggestions seemed timely it would, in- 
deed, be a rare company that had resources 
adequate to the task of financing them all. 
It becomes a question of what a company 
can afford to do and what it cannot afford 
to do. In part, it is a question of “Where 
will change do the most good in relation 
to competition ?”” Even though the presi- 
dent of the XYZ Company had an aware- 
ness of these six courses of action, he 
failed to secure answers derived from 
sound research of the market. 









































“Boy, what a rough day at the office! Air conditioning 


went off for about an 


EVALUATION OF CHANGE 

Furthermore, the president of any 
company may frequently be swamped with 
contradictory advice as to what is ‘‘the 
most important.” Usually there is little 
or no criteria for evaluating each pro- 
posed change. This is so because he prob- 
ably relies on many specialists both within 
and without the company for his facts. 
The engineer is trained to see the product 
and its relation to the market from the 
engineer's point of view, the designer 
from the designer's point of view, and the 
salesman from the salesman’s point of 
view. There is an inescapable and built-in 
bias in the recommendations of such spe- 
cialists because their work has not been 
developed in terms of the total problem 
of increasing volume and profitability, or 
in relationship to all the other factors 
affecting the gross. 

It is also true that the average president 
is often under pressure from those of his 
specialists who are particularly forceful 
or domineering. In the struggle for recog- 
nition, politically inspired advice may be 
given or withheld by subordinates which 
obviously can warp essential facts and 
conclusions. Finally, there is many a pres- 
ident who feels that the position he pre- 
viously held—be it in sales, finance or 
any other area—holds the secret of com- 
pany profitability. 





STRATEGIC PLANNING 

All this confusion can be readily re- 
solved, and the company profitability as- 
sured, once strategic planning is based on 
sound research practices. 

Expressed in other words, the proper 
development of strategy for growth plan- 
ning necessarily includes Product Plan- 
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hour this afternoon” 


ning, Marketing Planning and Research 
and Development Programming. 

These activities should not, however, 
be executed in parts or in combination 
because they are a unified whole. Any 
separation of these parts from the whole 
will tend to destroy the essential unified 
concept of growth. 

The facts are these: 


1. The key knowledge essential to busi- 

ness growth lies in study of markets. 

2. This key knowledge is not generally 
being tapped. Indeed, top manage- 
ment does not usually recognize how 
much of what it must know for plan- 
ning its company’s growth scientifically 
lies in study of its markets. Nor is 
it aware that techniques exist to tap 
this knowledge. 

. An entirely new science, still in fer- 
ment, is developing at a rapid rate— 
more advanced in some respects than in 
others—to tap this knowledge and to 
put the problem of business growth on 
a scientific basis. 


Wo 


This new science is being formed by 
integrating within a unified method the 
special skills of other sciences and pro- 
fessions of which the most important are 
—engineering, marketing, management, 
logical analysis, the social sciences and 
statistics. 

Some of the business problems and ob- 
jectives that can be resolved by this new 
science are: 

1. A company desires to take the action 
necessary to increase a product’s sales 
volume if it is not gaining its rightful 
share of its market. 

(Continued on page 346) 
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Retail Value of Inventories 

The use of inventories reflecting the value at retail of 
merchandise on hand at the beginning and the end of a tax- 
able year is not permitted; such inventory method is not the 
same as the permissible “retail method” described in Section 
39.22(c)-8 of Regulations 118. 


Pension Trust Rights 

Disputes between an employer and an employe over the 
latter’s pension trust rights are outside the jurisdiction of 
IRS; but, if the employe, at the time of dismissal had to as- 
sign his vested interests in the trust to the employer, it would 
constitute a reversion prohibited by the tax statute. 


“Gobbledegook” Decried 

The Government has prepared a small pamphlet entitled, 
“Plain Letters’’ which is intended to make life easier for 
those receiving federal correspondence. The pamphlet sets 
17 rules for making letters short, strong, simple and sincere 
and sagely points out that “gobbledegook is not an inherited 
characteristic born in people destined to work for the Gov- 
ernment. It is acquired largely because we work surrounded 
by the terminology of laws and regulations and because we 
are required to interpret them for the public but we need 
not abandon our basic premise that we work for a govern- 
ment of law in order to write plain straightforward letters.” 


Selling in Government 

“Huge savings” in the sale of government surplus prop- 
erty can be realized by modern aggressive selling tech- 
niques, according to the Hoover Commission which rec- 
ommended that the Government hire private distributors 
to help it do the selling. Competent private distributors, says 
the Commission, should receive a fee from the Govern- 
ment for sorting, reconditioning and repackaging the sur- 
plus material and distributing it. 


Strategic Materials Added to “Farm” Surpluses 

The Agriculture Department has disclosed that it holds 
some $18 million worth of “strategic and critical materials” 
as part of its over-all surplus possessions. These strategic 
materials were obtained by bartering grains and cotton for 
them with other nations in the past few months under the 
defense programs. 
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Income Tax 
Rules are now established under the 1954 Code relating 
to an election in respect to depreciation, etc., allowed before 


1952. 


Moving Expenses 

Expenses incurred by a person in moving to a new job in 
another locality are not deductible. Any allowances paid by 
the new employer to cover such expenses are taxable to the 
employe. 


Government Out of Business 

The Hoover Commission has made public 22 recommen- 
dations urging that the Federal Government curtail or elimi- 
nate scores of business-type activities. Recommendations 
covered closing of military bakeries, clothing factories and 
was critical of the Defense Departments air and sea trans- 
portation activities as well as the Navy’s operation of ten 
shipyards. The Hoover Commission also favored the gradual 
liquidation of the Postal Savings System and increase in 
parcel post rates to cover all costs of the service, elimination 
of chemical research and sale of fertilizer by TVA, and in- 
creased contracting of maintenance and repair work to pri- 
vate companies. 


Uncle Sam, M.D. 

Twenty-six federal departments and agencies engage in 
one or more health activities which give them specific re- 
sponsibilities for all or part of the medical care of 39 mil- 
lion of the 160 million in the country. It is estimated that 
the cost for 1955 will be $4.3 billion. 


Taxes on Bonds 

Where bonds, the interest from which is wholly taxable, 
are sold for a profit and similar bonds are immediately pur- 
chased at a premium, the taxpayer may elect to adjust the 
basis of the bonds purchased by the amortizable premium. 


Withholding Statements 

According to Rev. Rule 55-145, where an employer is 
required to furnish a W-2 statement to an employe a rea- 
sonable effort must be made to effect a timely delivery. It 
is not sufficient for the employer to merely have it available 
at his place of business. 


Trade-marks 

The amount paid for preparing and filing an affidavit for 
the continued use of a trade-mark is a capital expenditure 
and, therefore, not deductible. 


Taxes on Endowment Contracts 

In determining the taxable portion of proceeds received 
from an endowment contract, total premiums paid consist 
only of a portion of the premiums attributable to the endow- 
ment features of the contract. 


“But Don’t Go Near the Water. . . .” 

Even though bookmaking is illegal, a bookmaker may 
consider wages and rent paid in connection with the illegal 
bookmaking business as deductible for tax purposes, ac- 
cording to the U. S. Tax Court—BEN JAMIN R. MAKELA 
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Robert N. Wallis 


Elected President 
of Controllers Institute 


OBERT N. WALLIs, treasurer and a di- 

rector of the Dennison Manufacturing 
Company, Framingham, Massachusetts, 
was unanimously elected president of Con- 
trollers Institute for 1955-1956, effective 
September 1, at a meeting of the national 
Board of Directors in Minneapolis on 
June 5 in connection with the Midwestern 
Conference. 

The president-elect, who has been ac- 
tive in the Institute since 1943, holds 
membership certificate #2457. From 1944 
through 1949, he was an officer of the 
Boston Control, serving two terms each 
as treasurer and vice president and one as 
president. 


President 


Robert N. Wallis, Dennison Manufacturing Company, Framingham, Mass. 


Chairman, Board of Directors 


Mr. Wallis came on the national scene 
as vice chairman of the 1949 Eastern Con- 
ference. A year later, in 1950, he was 
elected national director from Region I 
and regional vice president. He was gen- 
eral chairman of the 22nd Annual Meet- 
ing, which took place in Boston in 1953. 
For the past two years he has served with 
distinction as chairman of the National 
Committee on Ethics and Eligibility Stand- 
ards. He has also rendered great service to 
the Institute as a member of the Joint 
Committee on Long-Range Research Ob- 
jectives for Controllership Foundation, 
which presented its report in June 1952. 


- OFFICERS AND DIRECTORS OF CONTROLLERS INSTITUTE 


1955-1956 


C. R. Fay, Pittsburgh Plate Glass Company, Pittsburgh, Pa. 


Treasurer 


Stuart W. McLaughlin, West Virginia Pulp and Paper Company, New York, N. Y 


Assistant Treasurer 


Herbert M. Kelton, United States Rubber Company, New York, N. Y. 





















Active for over 30 years in the National 
Association of Cost Accountants, he 
served as vice president of its Boston 
Chapter and as a director of its Spring- 
field, Boston, Cleveland and New York 
Chapters. A graduate of Dartmouth Col- 
lege and the Amos Tuck School, he is class 
agent of the Dartmouth Alumni Fund. 

He joined Dennison as a cost account- 
ant in 1925. In 1930 he was transferred 
to the Market Research Division and in 
1937 he became manager of the Merchan- 
dise Design Division. He was elected as- 
sistant treasurer in 1939 and a director in 
1952. 


REGION II 


Nelson T. Hampson, Lowe Paper Company, Ridgefield, N. J. 
F. G. Hawthorne, Weston Electric Instrument Corporation, Newark, N. J. 


Stuart W. McLaughlin, West Virginia Pulp and Paper Company, New York, N. Y. 
John A. Paterson, The Brooklyn Union Gas Company, Brooklyn, N. Y. 
Harold H. Scaff, Ebasco Services, Incorporated, New York, N. Y. 


REGION III 


Irving D. Dawes, Virginia-Carolina Chemical Corporation, Richmond, Va. 


Lockport, N. Y. 


, Donald P. Jones, Sun Oil Company, Philadelphia, Pa. 
z Raymond G, Lochiel, Capital Airlines, Inc., Washington, D. C. 


REGION IV 


George H. Hetley, Harrison Radiator Div., General Motors Corporation, 


William H. Schrader, Easy Washing Machine Corporation, Syracuse, N. Y. 
James A. Trainor, Commercial Controls Corporation, Rochester, N. Y. 


Secretary and Managing Director 


Paul Haase, National Headquarters, New York, N. Y. 


BOARD OF DIRECTORS 


REGION V 


William C. Jones, Alabama By-Products Corporation, Birmingham, Ala. 
C. C. Lay, The Wheland Company, Chattanooga, Tenn. 


(Regional vice presidents shown in italics) 


Directors at Large 


Edmund L. Grimes, Commercial Credit Company, Baltimore, Md. 


REGION VI 


William A. Crichley, Diamond Alkali Company, Cleveland, Ohio 
John S. Sturgeon, The Magnavox Company, Ft. Wayne, Indiana. 


George W. Schwarz, Wyandotte Chemicals Corporation, Wyandotte, Mich. 


REGION I 


J. A. Chaébourne, Old Colony Envelope Company, Westfield, Mass. 
D. H. Dalbeck, Package Machinery Co., Longmeadow, Mass. 
George L. Todd, The Bullard Company, Bridgeport, Conn. 


Roger A. Yoder, Detroit Steel Corporation, Detroit, Mich. 


REGION VII 


William B. Harrell, Louisville Tin & Stove Co., Louisville, Ky. 


St. Louis, Mo. 


Joseph C. Huehn, National Bearing Division, American Brake Shoe Co., 


Edward M. Karrmann, American United Life Insurance Company, Indianapolis, Ind. 


——— 
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CR. Fay 
Elected Chairman 


of the Board of Directors 





HARLES ROBERT Fay, vice president 
a and comptroller, Pittsburgh Plate 
Glass Company, Pittsburgh, Pa., was 
elected chairman of the national Board of 
Directors of the Institute for 1955-1956 
at a meeting of the national Board of Di- 
rectors in Minneapolis on June 5. 

Mr. Fay, who has been active in the In- 
stitute since 1945 and holds membership 
certificate #3408, served as national pres- 
ident, 1954-1955; as vice president of 
Region IV, 1953-1954; and as a director, 
1952-1955. He served as chairman of the 
national Committee on Social Security, 
1951-1953, and was president of the 


After graduation from Purdue Univer- 
sity, B.S.M.E., in 1922, Mr. Fay started 
his career with the Weidly Motor Com- 
pany followed by the Thomas Skinner 
Steel Products Company in Indianapolis. 
He joined Westinghouse at East Pitts- 
burgh in 1925 where he worked succes- 
sively in the Equipment and Methods De- 
partment, Stock and Routing Section, Pro- 
duction Department and Raw Material 
Stores Department. Starting in 1930 he 
assisted in making the standard cost in- 
stallation in the East Pittsburgh Plant, be- 
coming assistant director of the Industrial 
Accounts Division in 1934 and director of 


Employe Accounts in 1938. 

In 1942, when on leave of absence 
from Westinghouse, he was appointed to 
the WPB as consultant on the Controlled 
Materials Plan. On his return to Westing- 
house in 1943, he was appointed assistant 
to the vice president in charge of Contract 
Terminations. In 1944 he became comp- 
troller of the Pittsburgh Plate Glass Com- 
pany and was named vice president and 
comptroller in 1955. From February 
through May 1953 he served as consultant 
to the House Appropriations Committee 
which was at that time considering the 





Pittsburgh Control, 1950-1951. 





REGION VIII 
L. E. Felton, Green Giant Company, LeSueur, Minn. 
Harry C. Hahn, Wisconsin Telephone Company, Milwaukee, Wis. 
Einar B. Oyaas, Curtis Companies, Inc., Clinton, Iowa. 
James L. Peirce, A. B. Dick Company, Chicago, III. 


REGION Ix 


Allyn R. Bell, Jr., General Crude Oil Co., Houston, Texas 
Lewis E. Frensley, Magnolia Petroleum Company, Dallas, Texas 
Ronald L. McVey, Tennessee Gas Transmission Company, Houston, Texas 


REGION X 


Fred H. Brown, Macco Corporation, Paramount, Calif. 
Alexander Campbell, Western Canada Breweries Ltd., Vancouver, B. C. 


Murray S. Gelber, AiResearch Manufacturing Company of Arizona, Phoenix, Ariz. 


Cnartes H. Gordon, Seattle-First National Bank, Seattle, Wash. 


HEADQUARTERS STAFF 


Managing Director 
Paul Haase 
Administrative Secretary Assistant Secretary 


Arthur H. Wiedeman Benjamin R. Makela 


Research Director—Controllership Foundation 
Herbert F. Klingman 


Office Manager 
Norman W. Lothian 





1954 national budget. 





G. W. SCHWARZ NOW INSTITUTE DIRECTOR AT LARGE 


GEORGE W. SCHWARZ, vice pres- 
ident of Wyandotte Chemicals Cor- 
poration, Wyandotte, Michigan, and 
its subsidiaries, Ford Collieries Com- 
pany and Wyandotte Transportation 
Company, was made a director at 
large at a meeting of the national 
Board of Directors of Controllers In- 
stitute held in Minneapolis on June 5, 
following his term as chairman of the 
Board, 1954-1955. Mr. Schwarz, who 
became a member of the Institute in 1938 and holds certificate 
#1268, served as national president, 1953-1954; as a national 
director, 1948-1951; as national vice president, 1951. He was 
president of the Detroit Control, 1942-1943, and acted as vice 
chairman of the 21st Annual Meeting in Detroit in 1952. He 
was president, 1946-1947, of the Detroit Chapter of the 
National Association of Cost Accountants; a member of its 
national Board of Directors, 1949-1951; and a national vice 
president of the organization, 1952-1953. He is a CPA (Mich.) 
and a member of the Michigan Association of Certified Public 
Accountants and of the American Management Association. Mr. 
Schwarz joined the staff of Ernst & Ernst in Detroit in 1925 
and his association with the predecessor companies of Wyan- 
dotte Chemicals Corporation commenced in 1938 as controller. 
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Controllership Trends, Data-Processing and Profits 
Discussed at Midwestern Conference of Controllers Institute 


HANGING TRENDS in controllership, 

now being wrought by the principles 
of management planning and control, and 
by new techniques, equipment and pro- 
cedures, were emphasized by speakers at 
the 1955 Midwestern Conference of Con- 
trollers Institute of America. The event, 
sponsored by the organization’s Twin 
Cities Control, took place in the Hotel 
Radisson, Minneapolis, Minn., June 5-7. 


JAMES L. PEIRCE: 

“The incentive to plan and control is 
alive and growing,” reported James L. 
Peirce, vice president and controller, A. B. 
Dick Company, Chicago, Ill. “There can 
be no sustained profits, no fulfillment of 
growth and service objectives, without 
careful planning and conscientious con- 
trol.” 

The formula of Planning—Reporting 
—aAction, the speaker pointed out, has had 
a marked impact on the controller. ““Two 
decades ago,’ said Mr. Peirce, “the con- 
troller was known as the man in charge of 
accounting, cost analysis, taxes and audit- 
ing. These responsibilities persist. How- 
ever, accounting has been sublimated to 
the broader task of measuring perform- 
ance and interpreting the results of opera- 
tions. 

“Cost work has become not an end but 
only the means for maintaining a plan for 
the control of operations, and for report- 
ing in detail thereon, in order that the 
control might be effective. In short, the 
controller’s old functions are engulfed in 
new and broader ones which insist that he 
appraise critically both the objectives of 
the business and the effect of economic 
forces on their attainment.” 

Mr. Peirce added that the controller 
must subordinate industrial accounting to 
the task of operating the business properly 
by means of planning and control prin- 
ciples. ‘He must leave the finesse of the 
profession to the public accountants,” he 
declared, “relying on them for guidance 
in taxes and the determination of periodic 
net income, and practice controllership. 
He must also separate his assignment 
from finance, even though frequently he 
will be called upon to do both. 


“The treasurer’s function is akin to the 
responsibility for an operating depart- 
ment, except that it deals with money 
rather than materials and manpower. The 
pure function of controllership does not 
operate; it supports the operations of 
others.” 





JAMES L. PEIRCE, vice president and controller, 
A. B. Dick Company, Chicago, and chairman of 


Controllers Institute’s Executive Committee, ad- 
dressing the opening session of the Midwestern 
Conference on “Controllership Motivation.” 


DR. T. F. BRADSHAW: 

Data-processing accelerates the adop- 
tion of management planning and control, 
according to another Conference speaker 
—Dr. T. F. Bradshaw, partner in the 
management consulting firm of Cresap, 
McCormick & Paget, New York. “The 
most significant change going on in the 
business world today,” he said, “is the 
management revolution. The core of this 
large change in ways of managing is the 
substitution of management by plan for 
management by reaction to events. 

“This new way of management con- 
sists of three parts: (1) Adopting the 
concept of management planning and con- 
trol, that is, the setting up of company 
and departmental goals; (2) organizing 
so as to push the profit motive as far down 
the organization as possible; and (3) 
building an organization which can help 
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the chief executive carry out his job of 
coordinating the parts, and which can sup- 
ply him with the tools of management 
planning and control. 

“One thing has been added in recent 
years. A mechanical revolution in data- 
processing has occurred which will, I be- 
lieve, alter substantially the rate at which 
this new concept of management will 
evolve. It will do so by providing tools of 
forward planning and controlling opera- 
tions with a speed, economy and complete- 
ness that none of us thought possible only 
a few years ago. I am convinced that the 
only way that the enormous savings poten- 
tial in the use of electronic data-processing 
equipment can be realized fully is by ap- 
plying these machines within the frame- 
work of this new concept of management. 

“Effective utilization of electronic equip- 
ment demands a new concept of proce- 
dures which, in turn, will supply the tools 
by which management can plan and con- 
trol operations. These are the tools of 
planning, testing plans, coordinating the 
various parts of a plan and following ac- 
tual results compared to a plan. These are 
the functions reserved for top manage- 
ment in any decentralized operation.” 

Dr. Bradshaw predicted that integrated 
electronic data-processing will lead to the 
following organization of the function: 
At the top level of management, a data- 
processing center into which is fed origi- 
nal data, and from which are obtained re- 
ports and documents for all levels of 
management. With this center, he said, 
will be an analytical group whose func- 
tion it will be to help management plan 
and control operations by devising control 
systems, analyzing results and translating 
business problems into computer lan- 
guage. 

“At the divisional level of manage- 
ment,” the speaker observed, “there will 
be an office manager whose function will 
be to prepare original data for transmittal 
to the data-processing center, plus an 
analytical group whose function will be 
to analyze and interpret reports prepared 
by the data-processing center and to 
insure that the informational needs of the 
division are being met. 

“The advent of electronic equipment 
has added impetus and force to this revo- 
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lution,’ Dr. Bradshaw concluded. “It has 
not changed in direction. Many control- 
lers have been vitally concerned with this 
changing management concept ; many have 
nurtured and fostered it. These are the 
controllers who are now—and will con- 
tinue to be—top management's indispen- 
sable figure partners. Their farsightedness 
will be reflected in their companies’ fin- 
nancial statements.” 


L. F. WEYAND: 

L. F. Weyand, executive vice president, 
Minnesota Mining & Manufacturing Com- 
pany, St. Paul, Minn., described his firm’s 
“Programs for Profit,” which, he said, 
have received wholehearted acceptance by 
the operating personnel, largely because 
of their voluntary nature and the commit- 
tee approach which is used. 

“Each Program for Profit,”’ the speaker 
explained, “contains the following infor- 
mation: (1) The potential annual sav- 
ings; (2) the general objective of the 
program; (3) the data initiated; (4) the 
estimated date of accomplishment; (5) 
individuals having primary responsibility ; 
(6) details of the program, including 
current year savings; and (7) supervisors 
having responsibility. 

“The key to our Programs for Profit is 
a tie-in to our periodic profit-and-loss 
analysis. We therefore follow up the es- 
tablishment of each program with an 
Accomplishment Report, prepared quar- 
terly, to show the actual results of each 
program and in summary the accomplish- 
ment of the total of all programs. 

“These Accomplishment Reports are 
used in our profit-and-loss analysis, and 
the resulting improvement in profits is 
added to previous results for comparison 
of current operations. In view of this 
tie-in, we require that the potential im- 
provement under each of these programs 
be evaluated by us; otherwise we could 
not accept the responsibility of this tie-in. 
Our operating people have welcomed this 
means of proving the results of their pro- 
grams. 

“At the present time we have programs 
on our books with potential savings in 
excess of $4 million, if they are all effec- 
tive. The objective of these programs 
for the year 1954 indicated savings of 
$3,402,159 and on which we have te- 
corded actual savings for the year of ap- 
proximately $2 million.” 


ROBERT FAEGRE: 


A case history illustrating ‘The Con- 
troller’s Part in Planning for Profits” was 
presented by Robert Faegre, executive 
Vice president, Minnesota & Ontario Pa- 
per Company, Minneapolis, Minn. The 
example involved the company’s Insulite 
insulation board division at International 
Falls, Minn., where four insulation board 
machines are producing continuously 24 
hours a day, seven days a week. Three di- 





BANQUET HEAD TABLE at Controllers Institute 
Midwestern Conference. Left to right are: Joseph 
C. Huehn, National Bearing Division, American 
Brake Shoe Company, St. Louis, Mo. (national di- 
rector, Region VII); Dudley E. Browne, Lockheed 
Aircraft Corporation, Burbank, California (general 
chairman of the 1955 Annual National Confer- 
ence); Edmund L. Grimes, Commercial Credit Co., 
Baltimore, Maryland (president of the Board, Con- 
trollers Institute, 1954-55); C. R. Fay, Pittsburgh 


Plate Glass Company, Pittsburgh, Pa. (president of 
Controllers Institute); Dr. Kenneth McFarland, To- 
peka, Kansas, who is consultant to General Motors 
Corporation, banquet speaker; Dean Richard L. 
Kozelka, University of Minnesota, School of Busi- 
ness Administration (banquet chairman); Robert N. 
Wallis, Dennison Manufacturing Company, Fram- 
ingham, Massachusetts (president-elect of Control- 
lers Institute for the 1955-56 term); and Paul 
Haase, managing director, Controllers Institute. 





IMPROMPTU HORSE OPERA staged at the Mid- 
western Conference. On left—George J. Wachholz, 
controller, Minnesota Mining & Manufacturing Co., 
playing the part of sound effects man; center— 
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Ted Viehman, Minneapolis TV announcer, who 
acted as MC; on right—Gerald A. D. Smith, secre- 
tary-assistant treasurer-assistant controller, F. H. 
Peavey & Co., who played the part of the villian. 
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BREAKFAST MEETING of officers and directors of 
local Controls of Controllers Institute held in con- 
nection with the Midwestern Conference. At the 
rear (standing left to right) are: Fred J. Donaghy, 
president of the Dayton Control and vice chairman 


vergent points of view had been expressed 
regarding what to do for the future— 
whether to expand horizontally, diversify 
or strive for greater plant efficiency. 

To find the best answer to the question, 
Mr. Faegre said, the controller was asked 
to develop 11 theoretical situations. One 
of them was to add to present plant ca- 
pacity ; another to reduce it and market the 
reduced amount of product in a smaller 
area; a third was to alter the product 
mix; and so forth. 

“All this effort was guided to a success- 
ful conclusion by our controller acting in 
his generalist capacity as an ‘operations 
researcher,” the speaker declared. ‘‘In 
the final analysis, the first priority went 
to product diversification; the second to 
greater plant efficiency and a cost reduc- 
tion program, and the third to a moderate 
horizontal expansion. The final upshot is 
that our company is making capital invest- 


BOARD OF DIRECTORS of Controllers Institute at 
a meeting during the course of the Midwestern 





of the meeting; Earl A. Matheney, Sr., vice presi- 
dent of the Kansas City Control and chairman of 
the meeting; Paul Haase, managing director of 
Controllers Institute; and Robert N. Wallis, presi- 
dent-elect of Controllers Institute, 1955-1956. 


ments totaling something over $2.25 mil- 
lion for this special area of its operations. 
Construction started a year ago, and profit 
realization should commence toward the 
end of 1955. 

“The kind of teamwork demonstrated 
here, leading to greater and surer profits, 
is the true fabric of industrial success in 
this country today. It is also a tribute to 
the stamina and knowledgeability of the 
controller fraternity as a whole.” 


DANIEL R. BLOUNT: 

Daniel R. Blount, director of sales 
training, International Shoe Company, St. 
Louis, spoke on “Motivating Men”’ at the 
Monday luncheon. ‘Motivation is the 
power that moves men,” he declared. ‘To 
put it another way, it is the power that 
makes men move. It has its source in hu- 
man wants, human needs and human fears. 


Conference. Included in the picture are several 
presidents of Controls and the Headquarters staff. 
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“Men are not created equal, either 
physically or mentally. Yet, in the area 
in which we live and work and grow, we 
are a great deal closer together than you 
think. A man with lesser native endow- 
ment, realizing more on his pan may 
very easily surpass a man of greater natu- 
ral endowment, who is not realizing on 
his potential. 

“We all have enough of what it takes 
for success if we will but find our motivat- 
ing drives that will make us do it. The 
real problem is not in our capacity to do, 
but in our lack of motivation—the drive 
to do it. As controllers of business we 
should evaluate our own motivation 
drives, and we must recognize the need of 
them in building others.” 


JOHN R. COWAN: 

Important savings in time and effort 
can be made by integrating internal and 
external audit programs, according to 
John R. Cowan, partner in the public ac- 
counting firm of Peat, Marwick, Mitchell 
& Company. He recommended “‘formaliz- 
ing and uniformalizing” the accounting 
system and the internal audit to pave the 
way for integration. 

“Activity of internal auditors should be 
formalized through programing and de- 
velopment of comprehensive reports,” Mr. 
Cowan advised. ‘As a basic minimum, 
reports should state (a) scope of examina- 
tions; (b) noted exceptions and disposi- 
tion, including deviations from the estab- 
lished accounting system; (c) comments 
on material variations from past perform- 
ance or budget, and (d) suggestions for 
improvements in the accounting system. 
Deliberate, well-organized work of this 
character results in material time-saving 
for external auditors.” 

Big physical year-end loads, the speaker 
pointed out, result in heavy overtime costs 
and are expensive for external auditors 
and accounting management. “Careful 
planning can materially improve this situ- 
ation,” he declared, ‘‘as by confirming 
receivables at various dates during the 
year; taking physical inventories prior to 
year-end with suitable adjustments to clos- 
ing date; preparing working papers for 
year-end closing as the year progresses, 
and so forth. 

“This necessitates formalizing plans for 
internal and external audit early in the 
year. The growing importance of interim 
financial statements for creditors and in- 
vestors further emphasizes the need for 
close cooperation between accounting man- 
agement and external auditors on a con- 
tinuous basis. 

“Accounting management and internal 
auditors should cooperate to bring about 
uniformity in classification of items in 
financial statements. Then the external 
audit report can be restricted to a suitable 
summary of financial information, with all 
necessary supporting detail set forth in 
company statements.” 
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NEW INSTITUTE OFFICERS 


At the meeting of the national Board of Di- 
rectors of Controllers Institute held on June 
5, 1955 in Minneapolis, the following officers 
were elected to serve beginning September 1. 








¥.UM 





Pa \ 
STUART W. McLAUGHLIN 
Treasurer 








DONALD H. DALBECK 


Region 1 Region 2 


Halle 





WILLIAM A. CRICHLEY 
Region 6 





ALLEN S. KING: 

A four-point program for peaceful use 
of atomic energy, within the framework 
of the American Free Enterprise system, 
was proposed at the closing luncheon by 
Allen S. King, president, Northern States 
Power Company, Minneapolis, Minn. His 
firm recently joined with Minneapolis- 
Honeywell and General Mills in the for- 
mation of an Atomic Operations Group 
to study the possible specific applications 
of the atomic energy program to the re- 
quirements of Minnesota economic life. 
Mr. King’s four points are as follows: 


_1. Continual adjustment for the provi- 
sions of the Federal Atomic Energy Law 
to encourage greater industry participation 
and the least possible inhibition or control 
by government within the limits of na- 
tional security. 





F. G. HAWTHORNE 





JOSEPH C. HUEHN 
Region 7 





IRVING D. DAWES 
Region 3 


HARRY C. HAHN 
Region 8 





2. Further research by industry into the 
behavior of metals under the intense heat 
and radiation developed in high-capacity 
reactors. 

3. Further research by industry and 
government into the problems of disposal 
of radio-active waste products on a scale 
that would be indicated should the eco- 
nomic questions be dissolved and atomic 
power assume a larger place in our ex- 
panding power requirements. 

4. The continual development of study 
groups from all phases of industry, for the 
purpose of expanding the general know!- 
edge of the current status of research and 
the problems to be met. 


The last-named point, Mr. King ex- 
plained, “will avoid the wasteful duplica- 
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GEORGE H. HETLEY 
Region 4 





LEWIS E. FRENSLEY 





HERBERT M. KELTON 
Assistant Treasurer 





Cc. C. LAY 
Region 5 


Anderson 








CHARLES H. GORDON 


Region 9 Region 10 





tion of pilot-plant facilities and the pre- 
mature construction of facilities which 
will not add substantially to research 
progress. It will also point the way toward 
new areas of investigation.” 

The speaker asked the audience to im- 
agine how industrial progress over the 
past 100 years would have been limited if 
Congress had controlled and restricted oil 
and coal as it now does fissionable ma- 
terial under the McMahon Act. 

Dr. Kenneth McFarland of Topeka, 
Kansas, who serves as consultant to Gen- 
eral Motors Corp., was guest speaker at 
the banquet. Dean Richard L. Kozelka of 
the School of Business Administration at 
the University of Minnesota presided. Na- 
tional President C. R. Fay, vice president 
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bined with our complete line, is your guarantee 
of the precise form you need for your specific 
problem. Use the coupon today: there’s no obli- 
gation, of course. 







MULTIPLE COPY 
BOOKS 













COUNTER REGISTERS 
AND FORMS 


NCR FORMS 
(no carbon required) 


BALTIMORE BUSINESS FORMS 


Saving time and reducing costs in business and industry 


The Raltimore Salesbook Company 





~~ SS. 





The Baltimore Salesbook Company, 3140 Frederick Avenue, Baltimore 29, Md. 
We are interested in seeing samples of Baltimore Business Forms. 


Name 











Type of Busir 
Address 
City Zone 
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and comptroller, Pittsburgh Plate Glass 
Company, Pittsburgh, Pa., was chairman 
of the luncheon on Monday; George W. 
Schwarz, national chairman of the board, 
who is vice president, Wyandotte Chemi- 
cals Corporation, Wyandotte, Mich., pre- 
sided at the luncheon on the following day. 

Other Institute members who appeared 
as chairmen on the program included: 
Clyde E. Hegman, assistant vice president, 
Cargill, Inc., Minneapolis, Minn., who, as 
general conference chairman, welcomed 
the delegates at the opening session; Dud- 
ley E. Browne, general chairman of the 
1955 Annual National Conference, comp- 
troller, Lockheed Aircraft Corporation, 
Burbank, Calif.; E. A. Johnston, presi- 
dent of the Twin Cities Control and comp- 
troller of the Minnesota & Ontario Paper 
Company, Minneapolis, Minn.; and Milo 
F. Snyder, president of the Milwaukee 
Control and vice president of Loewi & 
Company, Milwaukee, Wis. 


Appointments in Other 
Financial Organizations 


NACM 

PAUL J. VIALL, treasurer and a director 
of the Chattanooga Medicine Company, 
Chattanooga, 
Tennessee, was 
elected president 
of the National 
Association of 
Credit Men at 
their 59th An- 
nual Convention 
held May 8-12 
in Chicago, IIli- 
nois. 

In the Na- 
tional Association of Credit Men he is 
currently serving as vice chairman of the 
National Membership Executive Commit- 
tee of the Central Division, member of 
the Committee in Cooperation with Rob- 
ert Morris Associates, and member of the 
Redistricting Committee. He is a past na- 
tional vice president and director, past 
chairman and a member of the National 
Legislative Committee and is a trustee of 
the Credit Research Foundation. 

Mr. Viall, a member of Controllers In- 
stitute since 1948, served as vice president 
and a director of the Chattanooga Con- 
trol, 1954-55. He is a member of the 
Committee on Money and Credit of the 
National Association of Manufacturers. 





SSLC 

P. J. MANK, vice president and comp- 
troller, First Federal Savings and Loan As- 
sociation, Miami, Florida, was named 
president of the Society of Savings and 
Loan Controllers at the Society’s recent an- 
nual conference in New York. Mr. Mank, 
who has been serving as first vice presi- 
dent, succeeded Charles J. Anderson of 
the First Federal Savings and Loan Asso- 
ciation, New Haven, Conn. 
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AIA 

JoHN H. ZEBLEY, JR., a CPA partner in 
the accounting firm of Turner, Crook & 
Zebley, Philadelphia, Pa., has been nomi- 
nated for president of the American Insti- 
tute of Accountants for the 1955-56 term. 
The nomination will be submitted to the 
AIA’s annual meeting in October. 


NACA 

CHARLES R. ISRAEL, treasurer, Aero 
Mayflower Transit Company, Indianapo- 
lis, Indiana, was 
elected president 
of the National 
Association of 
Cost Account- 
ants at their 
36th Annual 
International 
Cost Confer- 
ence, held in 
New York, June 
19-23. 

Mr. Israel has been a member of Con- 
trollers Institute since 1939 and served as 
the president of the Indianapolis Control, 
1942-43, as well as a member of the Na- 
tional Committee on State and Local Tax- 
ation, 1954-55. 





The winners of the Lybrand Award 
medals, honoring the authors of the most 
outstanding contributions to the literature 
of industrial accounting during the past 
year, as announced by the National As- 
sociation of Cost Accountants, were as 
follows: 

The first-place Gold Medal to Lewis W. 

Roe, assistant comptroller, Columbia-Ge- 
neva Steel Division of United States Steel 
Corporation, San Francisco, California, 
for his paper entitled “How Standard 
Costs Help in Managing a Steel Com- 
any. 
The runner-up Silver Medal was won 
by John E. Rhodes, controller, Lighting 
Division, Sylvania Electric Products, Inc., 
Salem, Massachusetts, for his paper en- 
titled ““How to Make Capital Controls 
Work.” Mr. Rhodes is a member of Con- 
trollers Institute of America. 

In addition to the Gold and Silver 
Medals, 25 Certificates of Merit were pro- 
vided by the firm of Lybrand, Ross Bros. 
& Montgomery. Nearly 500 manuscripts 
were submitted. 

Medal and Certificate winners were se- 
lected by a special NACA committee 
chairmanned by Warren J. Faust, vice 
president and controller, Bridgeport Brass 
Company, Bridgeport, Connecticut (a 
member of Controllers Institute). Roy B. 
Kester, retired, formerly head of the De- 
partment of Accounting, Columbia Uni- 
versity School of Business (an associate 
member of Controllers Institute), and 
Grant R. Lohnes, retired, formerly treas- 
uret of the National Cash Register Com- 
pany, Dayton, Ohio, were co-members of 
the committee. 
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HOW X E ROG RA a 4 Y SPEEDS PAPERWORK 


cuts duplicating costs °18,000 a year at 


New York State Electric 
& Gas Corporation 





SPEEDS Code Book copies at 60% savings 

SPEEDS Accounting Manuals at 70% 
savings 

SPEEDS Inter-office Telephone Directories 
at 94% savings—and 


REDUCES delivery dates from 2 weeks 
to 1 day! 


Convinced that xerography offers a 
new and better way to get paperwork 
done faster, cheaper, and with photo- 
graphic accuracy, New York State 
Electric & Gas Corporation installed 
XeroX® copying equipment to pre- 
pare masters by xerography for offset 
duplicators. Result: costs in forms du- 
plicating alone were cut by $6,000 a 
year! Comparable savings were ac- 
hieved on other applications. 
Substantial relief to the stenogra- 
phic pool was attained by the elimina- 
tion of retyping and proofreading 
time . . . Cost of various exhibits in Ac- 
counting Manuals, which must be re- 
vised frequently, has been reduced 
from $6.50 to $2.00 a page. Delivery 
time was cut from two weeks to a 


single day . . . Cost of reprinting an 


From original 
to paper master 
in 3 minutes 






THE HALOID COMPANY 
55-76X HALOID STREET, ROCHESTER 3, NEW YORK 
BRANCH OFFICES IN PRINCIPAL U.S. CITIES AND TORONTO 








New York State Electric & Gas Cor- 
poration serves areas totaling 17,000 
square miles—about 35% of the en- 
tire Empire State. Its numerous 
plants and offices are widely sepa- 
rated, and necessary communica- 
tions involve much paperwork. 











Account Code Book, another con- 
tinuing job, dropped from $500 to 
$200 . . . The inter-office directory 
printing was cut from $35.00 to $2.00. 

Anything written, typed, printed or 
drawn can be copied onto paper mas- 
ters by xerography with XeroX® copy- 
ing equipment. With xerography, 
copies can be made from one or both 
sides of original material in enlarged, 
reduced or same size. 

There is no limit to the versatility 
of the dry, electrostatic xerography 
process in paperwork duplicating ap- 
plications. 


WRITE for proof of performance folders showing how 
companies of all kinds, large and small, are cutting dupli- 
cating costs and speeding paperwork with xerography. 















-XEROGRAPHY 


_{ZE-ROG-RA-FEE) 





: The fastest, cheapest, most versatile way to make masters for dv slic 











Purchasing Power Theory Studied 


EEDLING OUR ECONOMY by hypoder- 
N mics of “purchasing power’’—as pro- 
posed by prominent union leaders and 
certain economists—was described by the 
National Association of Manufacturers as 
an inadequate, and even dangerous, pre- 
scription for national growth. 

With the release of its new study, “So 
People May Prosper,’ NAM presents a 
program for national prosperity based on 
full production and increased productiv- 
ity. The study advocates measures to per- 
mit or encourage growth of the nation’s 
productive facilities as the pathway to 
high employment and a rising living 
standard. 

Major requirements for an expanding, 
prosperous economy defined in the NAM 
study include: 


1. A steady flow of investment capital 
—-private capital provided out of the sav- 
ings of individuals. With an investment 
of more than $12,000 needed for every 
job, and with about one million new jobs 
needed each year, we must “prevent and 
eliminate interference with the basic proc- 
esses of capital formation.” 

2. Incentive to invest capital. The ob- 
stacle of discriminatory taxes must be re- 
moved. 

3. Freedom from undue government 
control and direction. Economic decisions 
must be made by people who have a per- 
sonal stake in the outcome instead of by 
bureaucrats who have nothing to lose per- 
sonally. 

4. An end of government competition 
with business. Private venture, which 


must pay out of pocket for its mistakes, 
cannot compete with government, which 
passes the burden of its errors and inefh- 
ciences on to the taxpayer. 

5. An atmosphere which encourages 


faith and confidence in the future, based 
on favorable conditions and circumstances. 

6. Greater understanding of how our 
free economy operates. This includes rec- 
ognition of the fact that higher real 
wages, greater benefits and more security 
are largely the result of growth in produc- 
tivity and cannot be conjured up by arbi- 
trary means and methods. 

7. There must be industrial peace based 
upon the practice of sound human rela- 
tions between employer and employe. 


The NAM analysis points out that the 
purchasing power theory largely ignores 
such factors as prices, motives and incen- 
tives for spending; existence of purchas- 
ing “power” does not ensure that goods 
will be purchased. 

“The real solution is to improve the 
real earnings of people and their ability 
to buy the things they want—on the basis 
of increases in industry's productive efh- 
ciency, better products at lower costs and 
prices, and all the other techniques of 
genuine economic progress,” the study 
says. 

Comparing consumer spending and in- 
vestment spending, the study observes that 
so far as immediate effects on the rate of 
economic activity are concerned, there 
would seem to be little reason for pre- 
ferring one type of spending to the other. 

“People have to be employed to pro- 
duce machinery and other capital goods 
just as they have to be employed to pro- 
duce consumer goods,” the NAM analysis 
notes. 

“Investment spending has more than 
an immediate impact on economic activ- 
ity. It has a long-run stimulating effect on 
employment and growth that consumer 
spending does not have. When investors 
buy an additional billion dollars worth 








MARK YOUR CALENDAR 








CONTROLLERS 
NOV. 6-9 


24th Annual National Conference 


INSTITUTE OF AMERICA 


LOS ANGELES 








THE CONTROLLER......... onde 


ET er TT ee eee JULY 1955 





342 


of plant and equipment, the plant and 
equipment become available thereafter as 
a part of the nation’s productive facilities, 

‘The nation is strengthened and stand- 
ards of living can be raised as a result of 
such increased productivity capacity.” 

In the next 20 years, the U.S. popula- 
tion may rise to as many as 220,000,000 
persons, and the economy will be expected 
to supply jobs for about 20,000,000 more 
workers. 

“To live up to our potential goals, in- 
cluding a rising standard of living,” the 
study continues, ‘‘we will have to turn out 
a total of goods and services of the value 
of some $700 billion annually, by 1975. 
The average per capita income should 
then be about $3,000 or more—compared 
with about $2,000 in recent years.” 

The study emphasizes that this esti- 
mated increase of income can be realized 
only through rising productivity. The esti- 
mate is expressed in terms of current dol- 
lar value—and not in inflated dollars. It 
stresses that this would be real, not arti- 
ficial, purchasing power. 

The NAM study concludes: ‘There 
must be a continued climate of economic 
freedom if the historic process of capital 
formation, the key to our spectacular and 
unrivaled national growth, is to survive 
and develop.” 


542 Found Guilty of Criminal 
Tax Evasion in 1954 


Convictions for fraudulent evasion of 
federal taxes are definitely on the increase, 
according to a report by Commerce Clear- 
ing House. Citing U.S. Department of 
Justice figures for the past three years, the 
CCH report shows that 123 persons were 
convicted after trial and 419 others pleaded 
guilty during 1954 in cases involving 
criminal violations of the Internal Rev- 
enue laws. 

The increase of guilty verdicts after 
trial amounted to 76 per cent above those 
convicted in 1953, and 132 per cent over 
the number convicted in 1952. 

A table prepared by CCH shows the 
number found guilty of criminal viola- 
tions for the past three years as follows: 


Convicted Pleaded 


Years Total After Trial Guilty 
1954 542 123 419 
1953 493 70 423 
1952 377 53 324 


One of the Government’s most formi- 
dable weapons in gaining this increase 
has been the “‘net worth” method of deter- 
mining income, especially since its ap- 
proval by the U. S. Supreme Court. 

This method enables the Government 
to prove unreported income where a tax- 
payer either keeps no books at all, or re- 
fuses to let the Government examine what 
books he has kept, or keeps fraudulent 
books, which fail to record all his income. 
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SWIMMING IN SAVINGS | 
(OR COME ON IN, THE. MoneY§ FINE!) byMR FRIENDLY 


YES | American Mutual’s safety know-how has helped these eight In case after case where American 


e firms to save $649,906 through reduced premiums and regular Mutual Safety Engineers have worked 
dividend savings. Here are the facts: with policyholder companies, they 
have reduced accidents and premiums 
Dodge Manufacturing Corp. | Mishawaka, Ind. $104,000 in 8 years to well below average. If you are inter- 
Fayette R. Plumb, Inc. Philadelphia, Pa. 26,950 & ” ested in a service that can help you 
Alice Manufacturing Co. Easley, S. C. 63,555 6 ” keep accidents and injuries at an 
Avondale Mills Sylacauga, Ala. 135,000 7 absolute minimum, send for further 
W. C. Hamilton & Sons Miquon, Pa. 83,613 8 information about these 8 case stories. 
Yates-American Machine Co. Beloit, Wis. 100,102 6 Write: American Mutual Liability 
Allen-Rogers Corporation Laconia, N. H. 36,952 11 Insurance Company, Dept. B-120, 142 
The Bristol Brass Corp. Bristol, Conn. 99,734 9 Berkeley Street, Boston 16, Mass. 


Service from salaried representatives in 78 offices! 


t Savings from regular substantial dividends! 


AMERIOAN MUTUAL «af 


©1955, AMERICAN MUTUAL LIABILITY INSURANCE COMPANY 
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SPECIALISTS IN SUPPLYING 


ACCOUNTANTS 
ole) aa. 1e) 5s) 
EXECUTIVES 


FREE SERVICE 
TO EMPLOYERS 


ROBERT HALF 


PERSONNEL AGENCIES 


130 WEST 42npn ST., NEW YORK CITY 36 


BRANCH OFFICE: 25-15 QUEENS PLAZA 


R. HALF, CERTIFIED PUBLIC ACCOUNTANT 











| ; 
ACCOUNTANTS’ | 


HANDBOOK 


Your key to better, 
surer results in any 
accounting situation. 


FOR EFFECTIVE on- 
the-spot decisions— 
accepted principles 
and procedures, meth- 
ods and controls over 
the entire range of 
commercial and fi- ‘ 

nancial accounting. Gives financial offi- 
cers, accountants, and businessmen the 
clear, concise answers they need to effi- 
ciently handle day-to-day problems. Over 
90 Contributors. 1505 pp., 287 ills., 
tables. 3rd. Ed. $10 


COVERS: Financial Statements; Income; 
Sales, Other Revenues; Production, Distribu- 
tion Costs; Investments; Depreciation; Plant 
Appraisals; Reserves, Dividends; Consolidated 
Statements; Budgeting, Control; Accounting 
Systems; Partnership Accounting; Fiduciary 
Accounting; Paid-in Capital; etc. 


Other RONALD Handbooks include: 
Cost Accountants’ Handbook 


Over 70 Contributors. 1482 pp., 556 ills., 
tables. $10 


FINANCIAL HANDBOOK 
65 Contributors. 1289 pp., 139 ills. 3rd Ed. 
Revised Printing. $10 


MARKETING HANDBOOK 


69 Contributors. 1321 pp., 226 charts, ills. 
$10 


PERSONNEL HANDBOOK 


65 Contributors. 1167 pp., 262 forms, ills. 
$10 


PRODUCTION HANDBOOK 


90 Contributors. 1676 pp., 771 forms, ills. 
$10 


@ Send for these Handbooks. Save postage 
by remitting with order. Books return- 
able if not satisfactory. Address Dept. C-3. 


THE RONALD PRESS COMPANY 


15 E. 26th Street, New York 10 
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SEIDMAN’S LEGISLATIVE HISTORY 
OF FEDERAL INCOME AND EXCESS PROFITS TAX LAWS* 
1953-1939 


By J. S. Seidman 





Reviewed by PETER GUY EVANS 
Tax Attorney 
New York 


This work is thorough and painstaking, 
not alone in the amount and type of ma- 
terial it contains, but also with respect to 
the physical and typographical layout and 
the detailed explanations and guides for 
its use as a reference. It is not a text; Seid- 
man does not expound his own tax ideas 
or philosophies; he merely gives the legis- 
lative history of each section of our tax 
laws, that is, the revenue acts. 

For all practical purposes, the author 
has made it possible for tax practitioners 
to have available at their fingertips certain 
essential tax information. Without this 
compilation, a great deal of time, effort 
and money would be expended in research 
work. The author has done all the spade 
work by searching and digging through 
various sources and compiling the dis- 
persed material into two volumes. 

Because it is a technical reference book, 
the author has devoted several pages to ex- 
plaining the proper use of the book and 
the order of arrangement of material. 

Then follow for over 1700 pages (pp. 
1167 to 2869), the code sections and ac- 
companying legislative history. The code 
sections are arranged act by act, with the 
latest act first. 

The next 100 pages are devoted to the 
Act Section Index, the Code Section In- 
dex and the Subject Index. The latter is 
excellent as it is greatly detailed. All 


these indexes make it easy to locate 
quickly the subject on which information 
is sought. 

The final section contains the 1954 
Code References. Here, we have two 
tables cross-referencing the corresponding 
code sections between the 1953 and 1954 
Codes. 

Primarily, the book should prove in- 
valuable to tax practitioners who are liti- 
gating tax cases, writing up briefs and 
arguing appeals. However, it should also 
prove to be of great benefit to practition- 
ers preparing tax returns. By using the 
book, costly and expensive tax pitfalls 
may be avoided. 

By checking the code section involved, 
all the essential legislative information 
pertaining thereto is obtainable; this con- 
sists of a step-by-step record of the bill's 
passage through Congress, Congressional 
debates and discussions in the House and 
Senate, committee hearings, reports, rec- 
ommendations, changes in language, and 
the like. 

The value of the foregoing material 
cannot be stressed too much since the ma- 
terial is basic and fundamental—its value 
is permanent. The material is not affected 
by subsequent rulings or decisions and 
new laws or amendments; it is controlling 
with respect to new rulings; it will serve 
as background when new tax laws or 
amendments are enacted. Students of fed- 
eral taxation know that new tax laws are 
based upon the foundations of the older 
laws. 

If we are to understand the full mean- 
ing and implications involved in our tax 
laws, an act-by-act reference is manda- 
tory ; the importance of the legislative his- 
tory and legislative intent of our taxing 
statute in litigating cases and developing 
decisions cannot be overemphasized. Win- 
ning a tax case may often depend upon 
the proper presentation of the legislative 
intent or legislative history of the code 


* Published by Prentice-Hall Inc., New York. 
2 vols. pp. xv, 1167 to 3010. $50.00. 
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section involved, despite prior adverse 
decisions. 

As previously stated, the book makes 
available quickly the official explanation 
of the intent of the law and its meaning. 
Seidman’s book is practically official be- 
cause it is in the language of Congress it- 
self. 

Page references to Seidman’s two earlier 
volumes, the first, his 1938 income tax, 
and the other, his 1947 excess profits tax, 
automatically permit an easy and quick 
access to legislative history back to 1861, 
the beginning of income tax legislation in 
the United States. 


MANUAL OF EXCELLENT 
MANAGEMENTS—1955 Edition* 


The ten key areas of the A.I.M. Man- 
agement Audit, by which the Institute has 
rated 379 American and Canadian com- 
panies as “excellently managed,” have 
been widely accepted as including all the 
functions incumbent upon a management 
in the performance of its role. 

Naming outstanding company perform- 
ances in each, the Manual text provides a 
full discussion of the ten categories: eco- 
nomic function of the corporation, cor- 
porate structure, health of earnings, service 
to stockowners, research and development, 
directorate analysis, fiscal policies, produc- 
tion efficiency, sales vigor, and executive 
evaluation. In its point system for compari- 
sons of managements, it is interesting to 
note that the last category—the quality of 
the executives—is weighted most heavily. 

Within the categories, the investor will 
find a valuable reference list of well man- 
aged companies paying cash dividends 
continuously for periods ranging from not 
less than 25 years to more than 100. The 
Manual reveals a total of 194 firms sustain- 
ing these stockholder benefits. 





* Published by the American Institute of 
Management, 125 East 38th Street, New York 
16, N. Y. $20.00. 


WORKSHOP FOR 
MANAGEMENT* 


Proceedings of the Seventh Annual 
Systems Meeting of the Systems and Pro- 
cedures Association of America covering 
subjects such as incentive plans, clerical 
costs, samplings, work simplifications, op- 
¢rations research and electronics in the 
office. 





* Published by Management Magazines, Inc., 
Book Division, 141 East 44th Street, New York 
17,N. Y. 504 pages, $19.00. 





WHEN YOU NEED FACTS ON 


Pensions .. . Profit-Sharing and Group 
Insurance Plans 
Write for list of our publications 
Charles D. Spencer & Associates, Inc. 
166 W. Jackson Blvd., Chicago 4 























Why Read 
Bibliographies? 





The editor of Dun’s Review and Modern Industry says that 


“To have a list of worthwhile reading is to have both a 
starting point for self-enlightenment and a wide-range 
view of a particular field. These are provided by . 
bibliographies on business subjects. . . .” 


Controllership Foundation has published two outstanding 
bibliographies, for use by top management, which deal 
with subjects of vital interest to today’s business executive. 


just > ELECTRONICS IN BUSINESS: 
published ! A Descriptive Reference Guide 


A completely new edition, not just a reprint, of the annotated 
bibliography, Business Applications of Electronic Machines, 
published last year. Unprecedented demand for the first 
edition, plus requests for an up-dated version have shown the 
need for this second, greatly enlarged and up-to-date edition. 


This new edition includes all the annotated items which ap- 
peared in the first edition plus greatly expanded descriptive 
references to similar material published this past year. 

As an extra bonus, the new edition also contains sections de- 
scribing seminars, conferences and courses scheduled for 
1955-56 in this field, commercial digital computer centers, 
installations of electronic computer systems, and presently 
available electronic computer systems. 


$2.00 
($1.50 to members of Controllers Institute of America) 


MANAGEMENT, PLANNING AND CONTROL 


An Annotated Bibliography 
(Published March 1955) 


Widely acclaimed as ¢he authoritative guide to material on this 
important subject, it contains a descriptive guide to references 
on basic and general material in this field. In addition, there 
are other sections on organization for management planning 
and control; establishing the goals of business; forecasting 
and related research and analysis; planning and related research 
and analysis; budgeting and control of assets, expenses, opera- 
tions; and reporting results and appraising performance. More 
than 700 entries are listed and described under these seven 
major topical classes. 
$6.50 
($5.00 to members of Controllers Institute of America) 


CONTROLLERSHIP FOUNDATION, INC. 
One East Forty-second Street, New York 17, N. Y. 














THE CONTROLLER * JULY, 1955 


345 








Growth Potential As a Credit Basis (Continued from page 331) 


2. A company desires to strengthen its 
product line and broaden its coverage 
of the market. 


3. A company desires to capitalize on an 
asset not completely utilized—such as 
extra production or distribution capac- 
ity, an asset of technical know-how, or 
of reputation. 

4. Acompany desires to establish, through 
research and development, product con- 
cepts which (a) the market needs and 
(b) will give the company maximum 
competitive advantage. 

5. A company desires to establish an 
over-all strategic policy for growth 
which will reflect accurately and realis- 
tically the needs of the market and the 
competitive assets of the company. 


CASE HISTORY OF ABC 

To illustrate the effectiveness of this 
new science, let’s take the case of another 
manufacturer who, up to World War II, 
had been a leader in the hand lawn mower 
business. 


With the advent of the War the entire 
productive capacity of the ABC company 
was converted to filling government con- 
tracts completely unrelated to its previous 
business. Anticipating the end of the War 
the officers of the company began thinking 
about their post-war production. While 
they correctly assumed that there would 
exist a post-war pent-up demand for lawn 
mowers they could only guess at the size of 
the market, an answer which could easily 
be supplied by market research. They were 
unwilling, however, to make any assump- 
tions as to the type of mower which might 
be in demand. In their desire to have the 
correct product line the officers decided to 


engage in qualitative research of consumer 
demands. 

To their amazement, this research re- 
vealed that there was a new market of which 
they were entirely unaware—a demand 
for a product line that, fortunately, was 
compatible with their production facilities 
and technical “know-how.” Through the use 
of penetrating depth interviews certain facts 
were established that were, indeed, surpris- 
ing. First, it was found that the market for 
power mowers—both electric and gas mo- 
tored—had vastly increased. It was also 
determined that certain segments of the 
market had strong preferences, for one or 
the other, and that these did not necessarily 
coincide with the differing potential de- 
mands for power mowers between the rural, 
suburban and urban areas. In certain areas 
the increased potential demand for power 
mowers was related to the shortage as 
well as the costliness of help. In other areas 
there was also a direct relationship to the 
increasing urbanization around the princi- 
pal cities. 

Most surprising of all there was found 
a subconscious purchase determinant of so- 
cial prestige in respect to power mowers. 
Interestingly enough, it was also found that 
the new owner of a power mower, in many 
cases, insisted on a streamlined, dressed-up 
model that hardly resembled the obviously 
functional type of noisy power mower that 
was operated by the hired man before the 
War. An aura of social-economic position 
was attached to the ownership of the new 
type of power mower. The process of depth 
interviewing revealed, quite unexpectedly, 
that the buyers of power mowers also had 
a substantial interest in owning electric 
hedge clippers. This, too, was a field that 
this company had never entered only be- 
cause it never before appreciated the ex- 
istence of such powerful motivations. 

The process employed up to this point 
required the special skills of the social sci- 
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entists in uncovering the hidden motivations 
of potential buyers. Subsequently, the ap. 
plication of logical analysis, business acy. 
men along with engineering and marketing 
principles resulted in a product line which 
successfully met the demands of the cop. 
sumer. 

Within two years after the War the 
company had not only recaptured its posj- 
tion in the market but had substantially 
improved its relative standing. In this pe- 
riod of time the power lawn mower sales 
represented about 40% of the gross of the 
company while the new line of hedge clip. 
pers accounted for 5%. In addition, the 
company became a leader in the power lawn 
mower field, a position which it retains to- 
day. 


Of the four major factors involved in 
the assessment of an enterprise—the fi- 
nancial position of a company, the quality 
of its administration, the integrity of its 
officers and the plans for its products and 
their marketing—the strengths of the first 
three can be completely nullified by in- 
adequate attention to the fourth. This new 
science concerns the product line and its 
marketing. Its subject matter is the knowl- 
edge which business requires to plan its 
growth on a foundation of fact. Its im- 
pact on business will inevitably be power- 
ful and already it is the greatest single in- 
fluence toward making the term “‘scientific 
management” a descriptive phrase rather 
than an aspiration. 


VICE PRESIDENT OF THE FUTURE 

A significant clue for the financial of- 
ficer evaluating the strength of a company 
may be found in the existence of a posi- 
tion, high in the organization, the sole 
function of which is the integration and 
direction of all aspects of long-range 
planning in respect to the total problem of 
growth. 

This position,—the vice president of 
the future—must be at the policy level of 
the company. The person holding this po- 
sition is the principal coordinating force 
with all functions that have anything to 
do with the product and its disposition, 
such as marketing, research, engineering, 
finance and production. With this new 
integrated function constituting insurance 
for the future it is indeed a shortsighted 
management that fails to provide adequate 
financial support for its effective and con- 
tinuing role. 

Any company engaged in manufactur- 
ing either industrial or consumer goods is 
a poor risk unless its planning for the fu- 
ture is done in respect to the scientifically 
defined needs of the market. 

For executives who are responsible for 
the establishment of financial policy it 15, 
of course, necessary that their reliable 
estimate of the first three factors be con- 
tinued. Their responsibilities today, how- 
ever, must include a more careful evalua- 
tion of the criteria affecting the fourth 
factor,—the strategic plans for company 
growth. 
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A typist, a typewriter and typing paper are all you 
need to keep your chart up to date. It’s that simple! 
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Financial Statements in 


As in many large corporations, the ac- 
counting department at General Electric 
receives hundreds of requests for their 
numerous financial statements. Up to a 
year ago, it required 114 hours to type 
each statement. After the statement was 
typed, two girls carefully proofread it for 
errors. This took another 30 minutes. Be- 
cause of rapidly changing financial infor- 
mation needs, the accounting department 
frequently changes the forms that the 
statements are printed on. When older 
statements were copied, the obsolete forms 
had to be drawn by hand. The end result: 
two to three man-hours to fill each request 
for a financial statement. Cost analysis 
showed that this method was too cumber- 
some and expensive. 

In November 1953 the accounting de- 
partment installed a Heccokwick office 
photo copy machine in the vault where the 
records are kept. To copy a financial state- 
ment, a secretary or clerk inserts it into the 
photo copy machine together with a sheet 
of light-sensitive paper. The machine ex- 
poses and develops a reproduction of the 
document ready for use in 45 seconds. 
Since the machine is based on a principle 
similar to the self-developing camera, it 
produces an exact photo image, completely 
eliminating any possibility of error. 
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45 Seconds 


The accounting department also uses the 
machine to make up its monthly statistical 
report. This is drawn up in pencil on a 
large ledger sheet. A permanent photo 
copy of the preliminary report is made for 
okay by the head of the accounting de. 
partment preparing the report. In the 
meantime, the typist can immediately be. 
gin typing the formal report from the pen- 
cil rough. Any subsequent changes are 
minor and easily corrected on the type- 
written copy. In this way the department 
delivers its reports up to a full day earlier, 

When a report is obsolete, Accounting 
uses the machine again to make extra 
copies. In the past, they typed a duplicator 
master for reproduction. This required at 
least two hours typing by the best statisti- 
cal typist, plus one half hour with another 
girl for proofreading. Oftentimes they di- 
vided the report into several parts and 
gave it to different girls to type. But, 
though this reduced the total time, it in- 
creased the man-hours spent on the job. 
With the new machine, all copies are made 
direct from the original on the photo 
copier in the accounting department vault. 

Tax accounting requires that the indi- 
vidual department reports be combined 
for a Consolidated General Electric te- 
port. One to five copies of this report in 
work sheet form must be sent back to the 
individual departments. The Heccokwick 
makes the five copies in less than four 
minutes, replacing the statistical typist’s 
“original and four carbons’ order, and 
eliminating all proofreading. 

Many other general uses fill the ma- 
chine’s working day. The most important: 
reproducing letters from outside concerns 
to give information to two or more depart 
ments; and reproducing government let- 
ters that pertain to numerous subjects. 
G. E.’s thorough system of cross-filing re- 
quired numerous cross-filing slips, always 
time-consuming to prepare and unsatis- 
factory in use. Now the file clerk makes a 
copy for each file subject on the photo copy 
machine. 


New Paper Plate Machine 


Photostat Corporation, 303 State Street, 
Rochester, New York has developed a 
small copying machine which uses a pho- 
tographic process to make paper plates 
from existing material at greatly reduced 
cost and time. The machine, a single unit, 
also makes three or more copies on un 
coated paper as well as offset plates. 
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Paid Sick Leave and 
Group Insurance Plans 


Company-paid sick leave and group 
insurance are providing compensation 
against wage loss due to sickness and dis- 
ability for 80% of the workers in 963 
companies participating in a study on com- 
pany methods of providing employe se- 
curity recently completed by the National 


Industrial Conference Board. In analyzing | 
programs for salaried employes in 468 of 


these companies, the Board found that 
49% have formal sick leave programs, 
48% have group accident and sickness in- 
surance plans, and 47% give direct cash 
payments to their employes to supplement 
workmen’s compensation. 

A study of hourly plans in 495 of the 
companies revealed that 84% provide 
group insurance, 14% give supplements 
to workmen’s compensation, and 14% 
have formal sick leave provisions. Al- 
though formal paid sick leave plans for 
hourly employes never have been wide- 
spread, the Board notes that they are on 
the increase: only 6% of 455 firms sur- 
veyed in 1947 had formal sick leave pro- 
visions for hourly employes compared 
with 14% in the present survey. 

Some companies use a combination of 


methods to provide a continuous flow of | 


income to sick or disabled personnel. One 
fourth of the 468 firms reporting on sala- 


tied workers provide both formal sick | 


lave and group insurance, while about 
9% of the 495 firms reporting on hourly 
employes have these dual benefits. 

The Board found that many companies 
give direct cash payments to employes in 
order to supplement workmen’s compen- 
ution benefits. Most firms provide a cash 
payment, which, when added to compen- 


sation benefits, equals full pay for periods | 


noging from one week to the entire | 


length of disability. Thirty per cent of the 
companies give full pay in addition to 
workmen’ s compensation to salaried em- 


ployes, while 13% provide this same bene- | 
it for hourly employes. Almost half of the | 
‘uniform benefit’ plans (plans which are | 
not tied to length of service) providing | 


sick leave for hourly employes provide full 
py for three or five days; only 20% 
of uniform sick leave plans for salaried 
employes were found to be limited. 
Graduated” plans (in which benefits in- 
tease with length of service) are more 
generous than uniform benefit plans and 
ate given more frequently to salaried than 
ourly employes. 
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There’s no longer any reason to 
put up with the high cost of slow 
manual methods to get the facts 
and figures you need for sales 
and distribution, accounting, pro- 
duction and other phases of your 
company’s operation. 

While electro-mechanical in- 
stallations may not be feasible for 
your company, there is a practical 
and economical way to take ad- 
vantage of today’s push-button 
techniques and avoid costly, time- 
consuming manual operations. 

Through STATISTICAL, you can 
give your company the benefits 
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of automatic methods—whether 
your operation is large or small. 
STATISTICAL has the latest electro- 
mechanical equipment plus the 
experience to do the job for you 
quickly, accurately and more 
economically than your office 
staff can do it. 

There’s no time like today 
to prove this for yourself. Our 
methods engineers will be glad to 
discuss your needs in confidence 
at your convenience. 
Just phone our nearest 
office. 
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Developing 
Supervisors 


A new service designed to help industry 
develop a better supervisory force was 
recently launched by the American Man. 
agement Association. Initial issues of the 
periodicals that make up the service were 
published in May. 

These three periodicals provide compre. 
hensive description of company experi- 
ences in developing first-line supervisors 
and reports of original research. 

The AMA’s Supervisory Development 
Service is not directed to foremen them. 
selves but to line and staff executives with 
responsibility for any phase of first-line 
supervisory development. It is available on 
a subscription basis to both members and 
nonmembers of the Association. The pub- 
lications comprising the Supervisory De. 
velopment Service will total about 1,400 
pages a year. They are a monthly bulletin, 
a monthly manual of tested techniques in 
action, and semiannual research reports by 
specialists. 

“Supervisory Development Today,” an 
eight-page bulletin devoted to current 
thoughts, trends, and practices in super- 
visory development, will keep subscribers 
posted on changing practices in this field. 
It will report original research findings 
and information on such problems of su- 
pervision as selection, induction, training, 
human relations, and labor relations. 

“Supervisory Development Sourcebook,” 
a manual of approximately 80. pages de- 
signed for practical guidance on specific 
problems, will provide detailed accounts of 
successful company experiences in super- 
visory development. Each issue will deal 
with a different subject, telling how a num- 
ber of firms have dealt with the problems 
involved. 

Research reports, to be issued twice a 
year, are intended to broaden executives 
knowledge of current supervisory develop- 


| ment techniques. Each will deal exhaus- 


tively with some specific aspect of the sub- 
ject. 

The Supervisory Development Service 
will provide a centralized source of infor- 
mation based on continuous research. 

Anyone involved or interested in first- 
line supervisory development, except li- 
braries, consultants, and associations, may 
subscribe to the new service. Additional in- 
formation may be obtained by writing to 
the director, Supervisory Development 
Service, American Management Associa- 
tion, 300 West 43rd St., New York 36,N.Y. 
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IN SOUTHERN CALIFORNIA 


Horton Insurance Analysis Service 
CORPORATE INSURANCE ADVISERS 


—FEE BASIS ONLY— 
714 W. Olympic Blvd., LOS ANGELES 15 
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LONG SHOTS & CLOSEUPS WITH THE CONTROLLER CAMERA 


Toronto, Ontario 


TOP PICTURE 

C. R. Fay, vice president and comptrol- 
ler, Pittsburgh Plate Glass Company, 
Pittsburgh, Pa., and president of Control- 
lers Institute of America, speaking at the 
Annual Meeting of Members, held in con- 
junction with the Eastern Regional Con- 
ference, April 28-30. 

Seated on the speakers’ platform, were: 
(Left to right) Stanley E. LeBrocq, Oak- 
ville, Ontario, and Harold A. Ketchum, 
vice president and controller, Fasco Indus- 
tries, Inc., Rochester, N. Y., both of 
whom served as proxies; George W. 
Schwarz, vice president, Wyandotte Chem- 
icals Corporation, Wyandotte, Mich., and 
chairman of the Board of Controllers In- 
stitute; Paul Haase, managing director of 
Controllers Institute; Mr. Fay; Ralph H. 
Smith, controller, the Cleveland Electric 
Illuminating Co., Cleveland, Ohio, and 
vice chairman of the Nominations Com- 
mittee; Walter S. Corrie, treasurer, Na- 
tional Gypsum Co., Buffalo; John F. Kid- 
ner, comptroller, Canadian Oil Companies 
Limited, Toronto; Roderic M. Wilder, 
controller, Pass & Seymour, Inc., Syracuse, 
N. Y.; the latter three acted as inspectors 
of election; J. McCall Hughes, vice presi- 
dent and controller, Mutual of New York, 
New York, and president of Controller- 
ship Foundation, Inc. 


CENTER PICTURE 

Dudley E. Browne, comptroller, Lock- 
heed Aircraft Corporation, Burbank, Cali- 
fornia, and general chairman of the 24th 
Annual National Conference of Control- 
les Institute, to be held in Los Angeles, 
California, November 6-9; C. R. Fay, vice 
president and comptroller, Pittsburgh 
Plate Glass Company, Pittsburgh, Pa., and 
president of Controllers Institute; and 
Alexander Campbell, treasurer-controller, 
Western Canada Breweries Limited, Van- 
couver, B. C., and national director of the 
Institute from Region X, are pictured in 
an informal discussion with the Honorable 
Walter E. Harris, Canadian Minister of 
Finance, Ottawa, who spoke at the open- 
ing luncheon in connection with the East- 
etn Conference. 


LOWER PICTURE 
A birthday cake, escorted in by two 
pipers of the 48th Highlanders Pipe 
Band, was presented to the Toronto Con- 
ttol in honor of its Fifth Birthday at the 
buffet dinner dance during the Eastern 
Conference. E. P. McGavin, president of 
Hamilton Control, presented the cake to 
John F. Kidner, president of the Toronto 
Control. On the platform (left to right) 





were: Paul Haase, managing director of 
Controllers Institute; C. R. Fay, president 
of Controllers Institute and vice president 
and comptroller, Pittsburgh Plate Glass 
Company, Pittsburgh, Pa.; Mr. Kidner, 
comptroller, Canadian Oil Companies 
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Limited, Toronto; Mr. McGavin, treas- 
urer, Hayes Steel Products, Ltd., Merit- 
ton, Ontario; and George W. Schwarz, 
vice president, Wyandotte Chemicals Cor- 
poration, Wyandotte, Michigan and chair- 
man of the Board of the Institute. 


ORR RN RS en 


THE CONTROLLER......... Re 





eee AS Wess 





351 











Strike Losses 

An estimated 500 strikes during April 
idled 301,000 workers for a total of 2.6 
million man-days of work, according to 
the Department of Labor. This compares 
with 450 strikes involving 220,000 work- 
ers in March for 1.6 million man-days and 
501 strikes involving 187,000 workers for 
1.2 million man-days in April 1954. For 
the first four months of this year, strikes 
were ‘somewhat higher’ than a year ago, 
although lower than in still earlier post- 
war years. 


“Right to Work” Laws Surveyed 

A special study made by the National 
Right to Work Committee indicates that 
states which outlaw compulsory unionism 
have matched or outstripped the economic 
gains of all others for seven years through 
1953. In the 12 states with right to work 
laws, the report says, nonfarm jobs rose 
by 22% in the seven years while the 36 
other states and the District of Columbia 
showed a rise of only 13.5%. Population 
in these 12 states rose 30% more than that 
of the others for the same period. 





CONTROLLERSHIP INFORMATION SERVICE 


OteA 


This Electronic World 

Super-Valu Stores, Inc., wholesale food 
distributor in Minneapolis, has ordered 
intermediate-sized electronic “brains” to 
be installed in two of its warehouses. They 
will be assigned duties such as turning out 
a daily inventory report in 30 minutes, 
compared with the 40 hours required for 
one person to do the job; taking a com- 
plete bookkeeping inventory in 30 min- 
utes, against 240 man hours now re- 
quired; notifying buyers when warehouse 
stocks of any product are depleted ; typing 
a purchase order automatically when stocks 
of any item reach a minimum re-ordering 
level; telling warehouse personnel exactly 
where they can find any product and how 
much of it there is. 

e 

A new “watch-dog” electronic device 
is said to be capable of controlling and 
testing from a single vantage point an en- 
tire production line or unlimited numbers 
of points in the manufacturing process. 
Developed by the Fielden Instrument Di- 
vision of Robertshaw-Fulton Controls 
Company, the scanner will automatically 


A digest of information developed by Control- 


lership Foundation in answer to a reader's inquiry 


PUBLISHED MATERIAL ON BREAK-EVEN ANALYSIS 


PAMPHLETS 
Controls and Break-even Points” 


“Financial 
Financial Management Series No. 91. Amer- 
ican Management Association, New York, 1948. 
52 pp., out of print. 


“Practical Uses of Break-even and Budget Con- 
trols” Production Series No. 186. American 
Management Association, New York, 1949. 30 
pp., 75 cents (members 60 cents). 
“Production Costs and Break-even Points’’ Pro- 
duction Series No. 177. American Management 
Association, New York, 1948. 47 pp., $1.00 
(members 80 cents). 

PERIODICALS 
“Methods and Potentialities of Break-even 
Analysis” by Joel Dean. The Australian Ac- 
countant, October-November 1951. 
“Analysis of All Cost Components Needed in 
Break-even Point Solution’”’ by James D. 
Mooney. The Controller, March 1950. 


THE CONTROLLER.............. 


“Application of Break-even Charts to Cash Sit- 
uations” by Wilford J. Eiteman. The Control- 
ler, June 1951. 


“Break-even Points and Budgetary Control’ by 


C. Richard Dowd. The Controller, March 
1953. 
“The Construction and Uses of Break-even 


Analysis” by Glenn A. Welsch. The Control- 
ler, October 1953. 


“Value of Break-even Points to Controllers’ 
by J. B. Fenner. The Controller, May 1949. 


“Break-even Point Control for Higher Profits’ 
by Fred V. Gardner. Harvard Business Review, 
September-October 1954. 


“Operational Analysis-Statistical Approach” by 
Charles B. Allen. NACA Bulletin, December 
1953. 


Sa 
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stop the production line and signal ap 
attendant in the event trouble develops in 
the process. An indicator dial shows the 
attendant the location and the extent of 


the difficulty. 
e 


The IBM 305, a new memory device 
able to store 5,000,000 characters, has 
been developed to process business trans. 
actions as they occur. As a sale is made 
305 will up date the inventory, sales vol- 
ume, customer’s invoice, salesman’s com- 
mission and other records affected by the 
change. The first of the 305’s will be de. 
livered in January 1956 to the Department 
of Defense for inventory work. Produc. 
tion schedules for after January 1956 have 
not yet been announced. 


Monsanto Chemical Company’s new 
IBM 702, recently put into use, has begun 
its regular routine of accounting assign- 
ments turning out 1200 company reports 
and the monthly financial statement. The 
machine can turn out a cost report in 30 
seconds, compared with two hours for an 
accountant to do the same job with a 
standard desk calculator. The monthly f- 
nancial statement is done in two hours 
compared with the 300 hours required to 
pi it manually. 


Salary Survey 

Factory managers and factory superin- 
tendents earn almost $2,000 a year more, 
on the average, than their counterparts in 
the sales field (regional and district sales 
managers), according to preliminary fig- 
ures released by the AMA. This compati- 
son is the reverse of that usually found on 
the top management level as previous sur- 
veys have shown that company top sales 
executives are usually higher paid than 
top manufacturing executives. The 1955 
middle management study reports that the 
average annual compensation of regional 
and district sales managers is $12,000, 
compared with $14,000 for factory man- 
agers and factory superintendents. The av- 
erage age of men in these four positions 
is 45 years; average length of service in 
their present jobs is four years. 


Manufacturers’ Sales and Orders 

Manufacturers’ sales and orders in 
April showed little change from their 
high March rates, according to the Offic 
of Business Economics, USDC. Inventory 
book values were also stable during the 
month. 

Sales of all manufacturers in April, to 
taling $26.4 billion, were 10% above 4 
year ago and on a seasonally adjusted base 
were slightly higher than for March 195). 
Book values of manufacturers’ inventotié 
at the end of April totaled $43.3 billion, 
$2.2 billion lower than a year ago. 
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Atomic Developments 

The Atomic Industrial Forum, an asso- 
ciation of nearly 300 companies, estimates 
rivate industry will spend $300 million 
in the atomic energy field in the next four 
years. GE reports it has blueprints for an 
atomic reactor which will eventually gen- 
erate electricity as cheaply as conventional 
steam plants. 


Vacation Policies 

A survey of the members of the Em- 
ployers Association of Western Massachu- 
setts Inc. has developed a number of sig- 
nificant changes in vacation practices for 
shop employes since 1953: 

1. More companies schedule all vaca- 
tions at the same time by means of a plant 
shut-down ; 

2. More employes with less than one 
year's service get pro rated or one week's 
vacation pay; and 

3. More employers give three weeks’ 
vacation after fifteen years service. 

Data on the survey of 97 firms with 
more than 40,000 production employes 
disclose that 74 companies have scheduled 
plant vacation shut-downs with 53 of 
them closing for two weeks ; 63 firms give 
some vacation pay to employes with less 
than a year’s service, while almost two 
thirds of the 97 companies grant one 
week’s vacation after a year of service and 
more than half of them grant two weeks 
after five years. 

The basis of vacation pay for nonincen- 
tive jobs, in more than half the firms, is 
the employe’s regular hourly rate while 
about 20% of the companies use the av- 
erage straight-earned rate, and 13% give 
a percentage of annual earnings. 

For incentive workers, vacation pay is 
based on the average of straight-time 
earned in 28% of the firms, and a per- 
centage of earnings in 12%. 


Mutual Funds Investments 

Investments in mutual funds in the first 
rag of 1955 sent the assets of such 
unds to record levels, according to a re- 
port of the National Association of In- 
vestment Companies. New purchases of 
mutual fund shares during the first quarter 
reached $330 million, compared with 
$191 million in the same period for 1954. 
The first quarter also marked a record for 
a three-month period of 27,266 new pur- 
chase plans. 


Sales Jobs 

According to an official of the Sales 
Executive Club of New York, the average 
job tenure of a sales boss is only five years. 





EXPERIENCED CONSULTANT 


Broad Problems of Controllership 
W. I. McNeill 
Former Industry Vice-President 
and Controller 
210 Park Ave., Suite 5A, New York 17, N. Y. 
14 Hillcrest Ave., Summit, N. J. 
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Is her time worth 
twenty cents an hour? 


Silly question, isn’t it? 

Retyping two pages of solid text, with time 
for erasures and proofreading, can easily take an 
hour... But a Bambino in a few minutes will 


ate as 


make as many copies (all clear and legible) as 
the typist—for about twenty cents! 

The Bambino is the new small Ozalid® office 
machine that copies anything typed, printed, 





written, or drawn on translucent paper up to nine 


inches wide, any length, for less than two cents 
a copy—and in less than a minute. Makes up 
to 200 copies an hour! 









REPRODUCTION is instant, on coated Ozalid 
papers, without inks, plates, stencils, carbons. 
Delivers dry copies, ready for use. Electrically 
operated, can be used by anybody. And 
economically priced at $410. 

The Bambino has scores of uses in any 
office, making extra copies not only of 
letters but statements, forms, invoices, 
specifications, file records— speeding 
work, saving time, cutting costs. 

Call the nearest Ozalid distributor 
(see phone book) for a demonstration. 
Or write for free brochure to 


201 Ozaway, Johnson City, N.Y. 


OZALID—A Division of General Aniline & 
Film Corporation... From Research to Reality. 
In Canada, Hughes Owens Company, Ltd., Montreal. 





copying machine for the office 
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Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


TOP MEN... 

Frederick C. Messenger (#2917-1944), 
formerly vice president of Merchandise 
National Bank of Chicago, Chicago, III., 
is now president of Citizens State Bank, 
Park Ridge, IIl. 


NEW CONNECTIONS ... 


Donald R. Morse (#5252-1951), for- 
merly executive assistant to the president 
of Ronson Art Metal Works, Inc., New- 
ark, N..J., is now treasurer and director 
of sales, Hermetic Seal Products Co., of 
the same city. Mr. Morse was vice presi- 
dent of the Newark Control of Control- 
lers Institute, 1954-55. . . . Charles L. 
Maule (#4244-1948), assistant to the 
treasurer of Norris-Thermador Corpo- 
ration, Los Angeles, California, is now 
controller, General Metals Corporation, 
San Francisco, California. Merl 
Gordon Johnson (#3662-1946) has joined 
Rio Grande Industries, Inc., Edinburg, 
Texas, as controller. He was formerly 
associated with Reising Construction 
Company of the same city and with 
Consolidated Vultee Aircraft Corp., 
Fort Worth, Texas. 





MR. PALMER 


John J. McManus (#6290-1954) has 
joined William C. Roney & Company, 
Detroit, Michigan, as controller. He 
was formerly secretary-treasurer, All 
Metals Products Company, Wyandotte, 
Michigan. George L. Palmer 
(#3878-1947), formerly vice president 
and treasurer of Willys Motors, Inc., 
Toledo, Ohio, has become vice presi- 


THE CONTROLLER.............-. 


MR. HARROD 


dent and controller of the Schemen- 
auer Manufacturing Company, Holland, 
Ohio. He is a past president of the Toledo 
Control of Controllers Institute. 

Ivan R. Cunningham (#3513-1945) is 
now vice president and director of In- 
ternational Petroleum Company, Ltd., 
Coral Gables, Florida. He was formerly 
assistant coordinator, Producing Coor- 
dination, Standard Oil Company (New 
Jersey), New York. ...H. Michael 
Albers (#5356-1951) has been named 
director of Accounts and Controls for 
the Commonwealth of Pennsylvania, 
Harrisburg, Penn. He was formerly 
treasurer, Slater System, Inc., Philadel- 
phia, Pa... . Scott Harrod (#2127- 
1942) is now vice president of finance 
for Ditto, Incorporated, Chicago, III. 
He was formerly secretary-treasurer of 
Bell & Howell Company of the same 
city. John N. Latter, assistant controller 
of B&H has advanced to controller to 
succeed John P. Buchan who will assume 
the office of treasurer. Charles K. Preston, 
Jr., assistant secretary has been elected 
secretary of the company. . . . Everett 
L. Hull (#6105-1954) has succeeded Otis 


MR. MACKENZIE 


D. Covell, resigned, as comptroller of 
Sidney Blumenthal & Co., Inc., New 
York. He was formerly division comp- 
troller of M. T. Stevens & Sons Com- 
pany Division, J. P. Stevens & Com- 
pany, Inc., North Andover, Mass. 
Robert L. MacKenzie (#1989-1941) is 
now serving as treasurer, secretary, and 
a director of Dumont Enterprises, Inc., 
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ROBERT C. JOHNSON 


Englewood, N. J. Mr. MacKenzie, a 
past chairman of the National Admis. 
sions Committee of Controllers Insti. 
tute, is also a director of Sudler and 
Hennessey, Inc., New York, as well as 
treasurer and a member of the Board of 
Englewood Hospital Association and q 
director of the Community Chest in Du. 
mont, N. J. 


PROMOTIONS ... 

W. R. Boyer (#4730-1949), comptrol- 
ler since 1948 of A. E. Staley Manufac. 
turing Company, Chicago, IIl., has been 
elected treasurer and a director of the 
company succeeding the late Ray S. Bass 
(#3507-1945) who died on March 8, 
1955... . Robert Craig Johnson (#1192- 
1938), assistant comptroller since 1938, 
The Union Central Life Insurance Co,, 
Cincinnati, Ohio, has advanced to first 
assistant comptroller. Mr. johnson is a 
past president of the Cincinnati Control 
of Controllers Institute, 1950-1951. ... 
Herbert T. Hansford (#3036-1944), con- 
troller, International Business Machines 
Corporation, New York, is now assist- 
ant treasurer. Charles V. Bolton, director 
of budgets for IBM, has advanced to 
controller. 

Edward R. Johnson (#4190-1948), 
treasurer-controller, Webster-Chicago 
Corporation, Chicago, Illinois, is now 
vice president and treasurer of the 
company... . George W. Fraser (#2859- 
1944), controller, Hoffman Beverages, 
Newark, N. J., has been elected execu- 
tive vice president. . . . F. Earl Caza- 
youx (#5541-1952) has been elected vice 
president in charge of finance, Libbey- 
Owens-Ford Glass Company, Toledo, 
Ohio. He has been succeeded as comp- 
troller by Harry B. Ryan, assistant comp- 
troller, and as treasurer by Richard M. 
Weter. 





MR. HANSFORD 


Arthur L. Monahan (#2296-1942), as- 
sistant treasurer of E. T. Wright & Co., 
Inc., Rockland, Mass., has been pro- 
moted to treasurer. . . . Louis T. Huser 
(#5879-1953), assistant treasurer and as- 
sistant controller, the Lunkenheimer 
Co., Cincinnati, Ohio, is now controller 
and assistant treasurer. . . . William M. 
Rodman (#6078-1953) is now comptrol- 
ler, Lion Oil Company, El Dorado, Arkan- 
sas. He was formerly assistant to the treas- 
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MR. CAHILL MR. REDDIG 


urer. . . . Ed J. Bentley, traveling audi- 
tor, Columbia Baking Company, Atlanta, 
Ga., is now controller of the company. 
_..James T. Cahill (#5819-1952), as- 
sistant secretary, assistant treasurer and 
controller, Allied Laboratories, Inc., Kan- 
sas City, Mo., has been elected treasurer. 
Mr. Cahill served as treasurer of the Kan- 
sas City Control, 1954-55. 

Edward S. Reddig (#2930-1944), vice 
president-finance since 1950, the White 
Motor Company, Cleveland, Ohio, has 
been elected executive vice president 
and will be one of the four-man Operat- 
ing Committee. Mr. Reddig has been a 
member of the Board of Directors since 
1953... . Edward S. Lecky (#5717- 
1952), assistant treasurer, Life Savers 
Corporation, Port Chester, N. Y., has 
moved to treasurer. He was a director of 
the Bridgeport Control of Controllers 
Institute, 1954-55. ...E. W. Valensi 
(#5906-1953) has been elected first vice 
president and treasurer of North American 
Refractories Company, Cleveland, Ohio. 
He has been vice president, secretary 
and comptroller. 

W. E. Hornig (#6067-1953), controller 
of the Midland Steel Products Com- 
pany, Cleveland, Ohio, has been elected 
treasurer. Prior to joining Midland, Mr. 
Hornig was treasurer of the Elwell- 
Parker Electric Company of the same 
city for 13 years. He is a member, direc- 
tor and past president of the Cleveland 
Treasurers’ Club. . . . John J. Bryers 
(#6333-1954) has been appointed comp- 
troller of Solvay Process Division, Al- 
lied Chemical & Dye Corporation, Syra- 
cuse, N. Y. He has been serving as audi- 
tor. Employed initially as a timekeeper 
in 1908, Mr. Bryers will mark his 46th 
yeat with Solvay. He is assistant treas- 
urer of the Manufacturers Association 
of Syracuse. Roy J. Dausman, assistant 
auditor, has moved up to assistant comp- 
troller. 


CANADIAN CONTROLLERS .. . 

Charles M. Ward (#5182-1951), comp- 
troller, Kraft Foods Limited, Montreal, 
Quebec, has had the title of vice presi- 
dent added to his present title. Mr. 
Ward was a director of the Montreal Con- 
trol of Controllers Institute, 1954-55. . . . 
J.M. Thompson (#3464-1945), vice presi- 
ent and comptroller, Canadian Westing- 
house Co., Ltd., Hamilton, Ontario, has 


YUM 





MR. HORNIG 


been named to the Board of Directors of 
his company. Mr. Thompson was presi- 
dent of the Hamilton Control, 1951-52. 


HONORS TO... 

Warren J. Faust (#4949-1950), vice 
president and controller, Bridgeport Brass 
Company, Bridgeport, Conn., were ex- 
tended by his company in recognition for 
35 years of service. . . . Arthur North 
(#144-1932), secretary and treasurer of 
the Bullard Company, Bridgeport, Conn., 
who was named “King for the Day” by 
his fellow members in the Bridgeport 
Control of Controllers Institute at the New 
Haven Country Club, New Haven, Conn., 
on June 1. Mr. North was honored, ac- 
cording to retiring president N. A. Clouet, 
because of his service to the Control over 
the years since it was organized in 1937. 

Leon J. Heidgen (#4616-1949), assist- 
ant secretary and assistant treasurer, 
Borg-Warner Corporation, Chicago, IIl., 
who has been elected president of the 
Illinois Manufacturers Costs Associa- 
tion. 





A handsome leather briefcase was pre- 
sented to C. R. Fay (#3408-1945), presi- 
dent of Controllers Institute of America, 
at the May 16 meeting of the Pittsburgh 
Control, in appreciation of his service to 
the Control (which he served as presi- 
dent, 1950-51) and to the national or- 
ganization. Mr. Fay represented the Pitts- 
burgh Control on the Institute's National 
Board of Directors for the 1952-55 term 
and was elected chairman of the Board in 
Minneapolis. Left to right are Paul Haase, 
managing director of the Institute, Mr. 
Fay, and Harold S. Geneen (#3830- 
1947), president of the Pittsburgh Con- 
trol, 1954-55. Mr. Fay is vice president 
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MR. SHUFORD 


MR. NORTH 


and comptroller of Pittsburgh Plate Glass 
Company, Pittsburgh, Pa., and Mr. Ge- 
neen is controller of Jones & Laughlin 
Steel Corporation of the same city. 


NEW APPOINTMENTS .. . 


Kenneth B. Coates (#1042-1937), re- 
tired vice president and treasurer of the 
Great Lakes Steel Corporation, Detroit, 
Mich., was recently appointed civilian dis- 
trict chief of the Detroit Ordnance Dis- 
trict. Mr. Coates will be the liaison be- 
tween industry and the ordnance district. 

. . Alvin A. Miller has been named con- 
troller of Rochester Manufacturing Com- 
pany, Rochester, N. Y.... Carl H. 
Chatters, municipal and financial consult- 
ant, Chicago, Ill., has been named city 
controller. . . . Jackson O. Shuford 
(#6285-1954), secretary-treasurer, Colum- 
bia Baking Co., Atlanta, Ga., was recently 
appointed manager of sales and produc- 
tion. Mr. Shuford joined the company as 
cashier in 1925. He is president of the 
Atlanta Bakers Club. 


NEW DIRECTORS... 

Rodney S. Durkee (#26-1931), chair- 
man of Lane-Wells Co., Los Angeles, 
California, was elected a director and 
appointed to the executive committee of 
Dresser Industries, Inc., Dallas, Texas, 
which company recently acquired Lane- 
Wells Co. . . . Edwin H. Smith (#6439- 
1955), controller, Chas. Pfizer & Com- 
pany, Inc., Brooklyn, N. Y. . . . Paul 
D. Preger (#200-1933), former director, 
member of the executive committee, 
vice president and comptroller of The 
North American Company, New York, 
dissolved in February 1955, is now a 
financial consultant and a director of 
Union Electric Company of Milwaukee 
and Anchor Manufacturing Company of 
Manchester, N. H. . . . William J. Ho- 
gan (#2804-1943), senior vice president- 
finance of American Airlines, Inc., New 
York, elected to the board of Better 
Business Bureau of New York City. 
ADDITIONAL DUTIES FOR... 

Robert Diefendorf (#5134-1951), con- 
troller and assistant treasurer, Alumi- 
num Industries, Inc., Cincinnati, Ohio, 
now treasurer and controller. . . . Doug- 
lass G. Tomkins (#3047-1944), treasurer 


TEA « RAE 00 JULY 1955 





355 








Foreign Employment 


METHODS ACCOUNTANT 


Graduate Accountant with minimum of 
8 years’ experience in supervisory ac- 
counting or finance and organization 
work including broad experience in 
methods and _ procedures, familiarity 
with the industrial engineering ap- 
proach to accounting and clerical prob- 
lems, application of statistical quality 
controls and establishment of standards. 
Salary commensurate with background 
and experience. Write giving full partic- 
ulars regarding personal history and 


work experience. 


Recruiting Supervisor, Box 63 


ARABIAN AMERICAN 
OIL COMPANY 


505 Park Avenue, New York 22, New York 











*OPPORTUNITIES« 


EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 


RATES: $5.00 per inch or fraction thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number. Closing date 10th of preceding month. 


Address box number replies to THE CON- 
TROLLER, One East Forty-second Street, New 
York 17, N. Y. Replies will be forwarded. 





SITUATIONS WANTED 





CONTROLLER OR ASSISTANT 
CPA, AIA, 42, family, aggressive, flexible. 20 
years’ accounting including six years with pub- 
lic accounting firm. Audits, taxes, systems, 
budgets, analyses. Currently controller with In- 
diana multiplant manufacturing firm. Seeking 
heavier responsibilities in larger firm. Salary 
$8,000 to $9,000. Prefer midwest. Box 2177. 


ASSISTANT 
CONTROLLER-TREASURER 


Strong office management, cost control and re- 
duction, systems and procedures, budgets and 
taxes, extensive factory and public accounting 
seeks career opportunity with progressive com- 
pany. Married, will relocate. BBA degree. Box 
2179. 


FINANCIAL EXECUTIVE 

Present controller of medium-size company 
with 15 years industrial accounting, seven 
years as controller, extensive experience in 
costs and budgets, available because of man- 
agement change as controller of medium-size 
or assistant controller of large corporation. 
Age 41. Box 2180. 





NOTE: THE CoNTROLLER reserves the right to ac- 
cept, reject or censor classified copy and takes no re- 
sponsibility for the people contacted through this col- 
umn nor does it guarantee any item bought or sold. 





MR. MEHREN 


and manager of the business and ac- 
counting office, Esso Research and Engi- 
neering Company, Linden, N. J., now 
comptroller in addition to the present 
responsibilities. |. John Billera 
(#6020-1953), treasurer, U.S. Industries, 
Inc., New York, now vice president and 
treasurer. 

Walter J. Short (#6422-1954), treas- 
urer, Allegheny Airlines, Inc., Wash- 


ington, D. C., was named vice president - 


and treasurer. . . . Elliott W. Atkinson 
(#1852-1941), treasurer, Lion Oil Com- 
pany, El Dorado, Arkansas, now vice 
president and treasurer. ... Ferd J. 
Gutting (#3380-1945), secretary, Griese- 
dieck Bros. Brewery Company, St. Louis, 
Mo., now secretary and treasurer. 

Paul Mehren (#6374-1954), control- 
ler, Western Gear Works, Lynwood, 
California, elected secretary-controller. 
. . . Robert L. Feind (#6230-1954), con- 
troller since 1952 of Robert A. Johnston 
Company, Milwaukee, Wisconsin, now 
vice president and controller. . . . Ed- 
ward J. Gesick (#4813-1950), secretary- 
treasurer, Southwest Research Institute, 
San Antonio, Texas, now vice president 
of the Institute. As vice ie Mr. 
Gesick will continue to serve as secre- 
tary-treasurer of Southwest Research In- 
stitute and Southwest Foundation for 
Research and Education. . . . Frederick 
J. Otterbein (#3562-1946), general man- 
ager of the Birds Eye Division, General 
Foods Corporation, White Plains, N. Y., 
has been named vice president and gen- 
eral manager. 


EXTRACURRICULAR ACTIVITIES .. . 


Arthur S. Goodman (#2342-1942), 
comptroller, AmForge Division, Ameri- 
can Brake Shoe Company, Chicago, III, 
is serving as chairman of the Deep Forg- 
ing Association. .. . Mr. Gordon and 
Leo B. Powell (#5048-1951), assistant 
treasurer, Wyman-Gordon Company, 
Harvey, Ill., appeared on a panel on “Fi- 
nancial Management” sponsored by the 
University of Illinois. . . . George C. 
Lyon (#4612-1949), assistant to the presi- 
dent, Doechla Greeting Cards, Inc., 
Nashua, N. H., was director of a Work- 
shop seminar in Dallas, Texas, on the sub- 
ject of “Preparing the Operating Budget.” 

J. Grant McKnight (#4759-1949), 
comptroller and secretary, Shirriff’s Lim- 
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ited, Toronto, Ontario, Malcolm S. Suth- 
erland (#4476-1949), secretary-treasurer, 
Burlington Steel Co., Limited, Hamil. 
ton, Ontario, and Jack Plumpton (#5206. 
1951), controller, National Steel Car 
Corporation, Ltd., Hamilton, took part 
as speaker, moderator and discussion 
leader, respectively, at the 14th Annual 
Conference of the Society of Industrial 
and Cost Accountants of Ontario. 


SPEAKERS ... 


Edward J. Hanley (#1476-1939) was 
the first speaker at the opening session of 
the NACA 36th Annual International 
Cost Conference, held in New York, June 
19-23. His subject was ‘‘Gearing Account- 
ing to Management Needs.” Mr. Hanley 
is president of Allegheny Ludlum Steel 
Corp., Pittsburgh, Pa. ... W. Randle 
Mitchell (#3759-1946), vice president and 
controller, The American Pulley Co., Phil- 
adelphia, Pa., spoke on “Effective Report- 
ing for Better Cost Control” at the after- 
noon session, which was chairmanned by 
Stanley E. Ford (#6065-1953), assistant 
treasurer, Air-Way Electric Appliance 
Corp., Toledo, Ohio. . . . Charles E. 
Baxter (#340-1934), assistant to the ex- 
ecutive vice president of J. P. Stevens & 
Co., Inc., Greensboro, N. C., acted as 
discussion leader for the “Mass Produc- 
tion Industries—Soft Goods” group. . . 
Malcolm B. Varney (#2466-1943), treas- 
urer, Bush Terminal Buildings Company, 
Brooklyn, N. Y., was chairman of the 
“Service Industries” group. . . . Robert 
W. Fischer (#5559-1952), assistant comp- 
troller, First National Bank of Minneap- 
olis, Minneapolis, Minn., chaired the 
“Finance and Insurance” group... . 
Charles A. Kuntz (#4132-1948), comp- 
troller, The Ohio State University, Colum- 
bus, Ohio, led the discussion on “‘Institu- 
tions,” . . . while Francis £. Swisher 
(#6486-1955) was the discussion leader 
for the session on ‘Distribution Costing.” 
Mr. Swisher is controller of the Dennison 
Manufacturing Co., Framingham, Mass. 

Sterling K. Atkinson (#5629-1952), 
formerly head of the Accounting Depatt- 
ment, Temple University, Philadelphia, 
Pa., and recently made vice provost and 
treasurer of the University, was session 
chairman of “Preparing for Improved 
Data-Processing Methods and Equip: 
ment.” 
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